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APPROVED BY GOVERNCR  COCTOBER 10, 1999

PASSED THE SENATE  SEPTEMBER 8, 1999

PASSED THE ASSEMBLY  SEPTEMBER 7, 1999

AVENDED IN ASSEMBLY  AUGUST 30, 1999
AVENDED | N ASSEMBLY  JULY 7, 1999
AVENDED IN ASSEMBLY  JUNE 22, 1999
AVENDED | N SENATE  MAY 28, 1999
AVENDED | N SENATE  MAY 18, 1999
AVENDED IN SENATE  APRIL 22, 1999
AVENDED IN SENATE  APRIL 8, 1999
AVENDED IN SENATE  APRIL 6, 1999
AVENDED | N SENATE  MARCH 15, 1999

| NTRODUCED BY Senat or Sher
DECEMBER 7, 1998

An act to amend Sections 7507.13, 22911, 22912, 22914, 22916
22917, 22921, and 22922 of the Business and Professions Code, to
amend Sections 954.5, 955, 955.1, 1799.100, 1799.103, 1812.601
2924f, 2944, 2983.8, 3343.5, 3439.08, 3440.1, and 3440.5 of the Cvi
Code, to amend Sections 481.020, 481.030, 481.040, 481.080, 481.090,
481. 115, 481.117, 481.207, 481.220, 488.375, 488.385, 488. 405,

488. 500, 680.120, 680.130, 680.140, 680.170, 680.180, 680. 210,

680. 220, 680. 340, 680.350, 697.530, 697.580, 697.590, 697.610,

697. 640, 697.650, 697.660, 697.730, 697.740, 697.750, 697.920,

701. 040, 730.5, and 2103 of the Code of Civil Procedure, to anend
Sections 1105, 1201, 1206, 2103, 2210, 2326, 2502, 2716, 4210, 6102
6103, 7503, 8103, 8106, 8110, 8301, 8302, 8510, 8603, 10103, 10303,
10307, 10309, 13102, 13105, and 14106 of, to add Section 5118 to, to
repeal and add Division 9 (comrencing with Section 9101) of, and to
repeal and add Section 9321 of, the Commercial Code, to amend Section
911 of the Fanmily Code, to anend Section 22337 of the Financia

Code, to anend Sections 21855, 55702, 57405, 57408, 57409, 57411
57516, 57517, 57519, 57530, 57531, 57540, 57567, 57568, 57570, 57581
57582, and 57590 of the Food and Agricultural Code, to anend
Sections 7153, 7154, 7157, 7159, 7170, 7222, 7226, 14735, 16201
27282, and 54985 of the CGovernnent Code, to amend Sections 18035,
18035. 2, 18037.5, 18080.7, 18093, 18105, 18106, and 18122 of the
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Heal th and Safety Code, to amend Sections 504b, 538, and 574 of the
Penal Code, to anend Sections 843 and 844 of the Public Uilities
Code, to amend Sections 6703, 7855, 8957, 11452, 18671, 30315, 32387
38503, 40155, 41123.5, 43444.2, 45605, 46406, 50136, 55205, and
60407 of the Revenue and Taxation Code, and to anmend Section 1755 of
t he Unenpl oynent | nsurance Code, relating to secured transactions,
and nmaki ng an appropriation therefor

LEGQ SLATI VE COUNSEL' S DI GEST

SB 45, Sher. Commercial |aw. secured transactions.

Exi sting provisions of the Conmercial Code govern security
interests in personal property and fixtures, as well as certain sales
of accounts, contract rights, and chattel paper

This bill would, as of July 1, 2001, repeal those provisions and
replace themw th new provisions concerning those subjects. Anong
ot her things, the new provisions would (1) broaden the scope of
covered transactions and collateral, (2) expand the duties of secured
parties relating to the release of control and the provision of
information to debtors with respect to collateral and the obligations
it secures, (3) change certain choice-of-law rules and ot her
requi renents regarding the perfection of security interests, (4)
revise and add certain new priority rules for secured interests
generally and certain special priority rules relating to banks and
deposit accounts, (5) revise provisions relative to the rel ationships
between certain 3rd parties and the parties to secured transacti ons,
(6) enact new provisions governing the assignnent of certain types
of collateral, (7) revise specified filing requirenents and financing
statenent requisites, and inpose certain new reporting and ot her
duties on the Secretary of State in connection with these changes,
and (8) change certain default and enforcenent rul es.

This bill would appropriate $128,000 fromthe Secretary of State's
Busi ness Fees Fund to the Secretary of State to inplenment these new
provisions. It would revise cross-references and nmake rel ated
changes in several codes to conformto the bill.

Appropriation: yes.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWS
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SECTION 1. Section 7507.13 of the Busi ness and Professions Code is
anended to read:
7507.13. (a) A licensed repossession agency is not liable for the

act or omission of a legal owner, debtor, lienholder, |essor, or

| essee in making an assignnent to it or for accepting an assi gnment
fromany | egal owner, debtor, lienholder, |essor, or lessee and is
entitled to indemity fromthe | egal owner, debtor, |ienholder

| essor, or |lessee for any |oss, damage, cost, or expense, including
court costs and attorney's fees, that it nay reasonably incur as a
result thereof. Nothing in this subdivision limts the liability of
any person for his or her tortious conduct.

(b) The I egal owner, debtor, |ienholder, |essor, or |essee is not
liable for any act or onission by a |icensed repossession agency in
carrying out an assignnent and is entitled to indemity fromthe
repossessi on agency for any | oss, danage, cost, or expense, including
court costs and attorney's fees, that the | egal owner, debtor
i enhol der, |essor, or |essee may reasonably incur as a result
thereof. Nothing in this subdivision linmits the liability of any
person for his or her tortious conduct.

(c) The | egal owner, debtor, |ienholder, |lessor, or |essee is not
guilty of a violation of Section 7502.1 or 7502.2 if, at the tinme of
t he assignnment, the party making the assignnment has in its possession
a copy of the repossessor's current, unexpired repossessi on agency
license, and a copy of the current, unexpired repossession agency's
qualified manager's certificate, and does not have actual know edge
of any order of suspension or revocation of the |license or
certificate.

(d) Neither a licensed repossessi on agency nor a |egal owner,
debtor, lienholder, |essor or |essee may, by any nmeans, direct or
i ndirect, express or inplied, instruct or attenpt to coerce the other
to violate any law, regulation, or rule regarding the recovery of
any collateral, including, but not limted to, the provisions of this
chapter or Section 9609 of the Conmercial Code.

SEC. 1.1. Section 22911 of the Business and Professions Code is
anended to read:

22911. The notice of a claimof lien shall be filed on a form
which is the standard formfor the original financing statenent
prescribed by the Secretary of State pursuant to Section 9502 of the
Commercial Code. The standard form shall be conpleted with the
fol |l owi ng changes:

(a) The lien claimant may be identified either as a lien clai mant
or as a secured party.

(b) The formshall be signed by the lien clainmnt and need not be
signed by the lien debtor.

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 3 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

(c) I'n the space for the description of the collateral there shal
i nstead be entered the information specified in subdivisions (c),
(d), (e), and (g) of Section 22909.

(d) Attached to the formshall be a separately signed statenent
containing the information specified in subdivision (f) of Section
22909.

SEC. 1.2. Section 22912 of the Business and Professions Code is
anended to read:

22912. The notice of claimof lien shall be filed, indexed, and
marked in the office of the Secretary of State in the same nanner as
a financing statenment is filed, indexed, and nmarked pursuant to
Sections 9516 and 9519 of the Commercial Code.

SEC. 1.3. Section 22914 of the Business and Professions Code is
anended to read:

22914. For the purpose of the Secretary of State's index pursuant
to Sections 9516 and 9519 of the Conmercial Code and for the purpose
of the issuance of a certificate pursuant to Section 9523 or 9528 of
t he Conmercial Code, the Secretary of State shall identify a notice
pursuant to this article as a financing statenent.

SEC. 1.4. Section 22916 of the Business and Professions Code is
anended to read:

22916. A menber of the public may obtain a certificate fromthe
Secretary of State identifying whether there is alien on file and
any notice of claimof lien namng a particular debtor, and if so,
giving the date and tine of the filing of each notice, and the nanes
and addresses of each lienholder in the certificate. The fee for the
certificate is the sane as the fee for the certificate issued
pursuant to Section 9523 of the Conmercial Code.

SEC. 1.5. Section 22917 of the Business and Professions Code is
anended to read:

22917. A menber of the public may obtain a copy of any notice of
an equi pment repurchase lien, including notices affecting the notices
fromthe Secretary of State. The fee for these copies shall be the
sanme as that prescribed in Section 9525 of the Commercial Code.

SEC. 1.6. Section 22921 of the Business and Professions Code is
anended to read:

22921. (a) Alien created pursuant to this chapter is assignable
or transferable by the holder of the lien, with full rights of
enf or cenent .

(b) The lienholder shall file a statenment of assignnent or
transfer with the office of the Secretary of State in the same nanner
that a statement is filed pursuant to Section 9514 of the Commrercia
Code.

SEC. 1.7. Section 22922 of the Business and Professions Code is
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anended to read:

22922. (a) Except to the extent specifically set forth in this
chapter, the lien created by this chapter is subject to Division 9
(comrencing with Section 9101) of the Commercial Code.

(b) For the purposes of this chapter, as used in Division 9
(comrencing with Section 9101) of the Commercial Code, the follow ng
terms have the foll ow ng neanings:

(1) "Secured party" refers to the equi pnent dealer, lien creditor
lien clainmnt, or assignee thereof under this chapter
(2) "Debtor" refers to the supplier, lien debtor, or debtor under

this chapter.

(3) "Collateral" refers to the equi pnent subject to the lien
created under this chapter

(c) A security agreenent is not necessary to nake an equi pnent
repurchase lien created under this chapter enforceable.

(d) An equi prrent repurchase |lien created under this chapter shal
not continue in the repurchased equi prent follow ng the disposition
t her eof .

(e) The right of an equi pnment dealer to enforce the lien created
under this chapter shall be governed by this chapter and shall not be
governed by Chapter 6 (comencing with Section 9601) of Division 9
of the Commercial Code.

SEC. 1.8. Section 954.5 of the Civil Code is anmended to read:

954.5. (a) Subject to subdivisions (b) and (c), a transfer of a
right represented by a judgnment excluded from coverage of Division 9
of the Commerci al Code by paragraph (9) of subdivision (d) of Section
9109 of the Commercial Code shall be deemed perfected as agai nst
third persons upon there being executed and delivered to the
transferee an assignnment thereof in witing.

(b) As between bona fide assignees of the same right for val ue
wi t hout notice, the assignee who first beconmes an assi gnee of record,
by filing an acknow edgnent of assignment of judgnment with the court
as provided in Section 673 of the Code of Civil Procedure or
ot herwi se becom ng an assignee of record, has priority.

(c) The filing of an acknowl edgnment of assignnent of the judgnent
with the court under Section 673 of the Code of Civil Procedure is
not, of itself, notice to the judgnent debtor so as to invalidate any
paynments made by the judgnment debtor that woul d ot herw se be applied
to the satisfaction of the judgnent.

SEC. 2. Section 955 of the Civil Code is anended to read:

955. A transfer other than one intended to create a security
i nterest (paragraph (1) or (3) of subdivision (a) of Section 9109 of
the Conmercial Code) of a nonnegotiable instrument which is otherw se
negotiable within Division 3 of the Conmercial Code but which is not
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payable to order or to bearer and a sale of accounts, chattel paper
payment intangibles, or promissory notes as part of a sale of the
busi ness out of which they arose (paragraph (4) of subdivision (d) of
Section 9109 of the Conmmercial Code) shall be deemed perfected

agai nst third persons when such property rights have been endorsed or
assigned in witing and in the case of such instrunents or chatte
paper delivered to the transferee, whether or not notice of such
transfer or sale has been given to the obligor; but such endorsenent,
assignment, or delivery is not, of itself, notice to the obligor so
as to invalidate any paynents nade by the obligor to the transferor

SEC. 3. Section 955.1 of the Civil Code is anended to read:

955.1. (a) Except as provided in Sections 954.5 and 955 and
subj ect to subdivisions (b) and (c), a transfer other than one
intended to create a security interest (paragraph (1) or (3) of
subdi vision (a) of Section 9109 of the Conmmercial Code) of any
paynment intangible (Section 9102 of the Commrercial Code) and any
transfer of accounts, chattel paper, paynent intangibles, or
prom ssory notes excluded fromthe coverage of Division 9 of the
Comercial Code by paragraph (4) of subdivision (d) of Section 9109
of the Commercial Code shall be deened perfected as against third
persons upon there being executed and delivered to the transferee an
assignnent thereof in witing.

(b) As between bona fide assignees of the same right for val ue
Wit hout notice, the assignee first giving notice thereof to the
obligor in witing has priority.

(c) The assignment is not, of itself, notice to the obligor so as
to invalidate any payments nade by the obligor to the transferor

(d) This section does not apply to transfers or assignnments of
transition property, as defined in Section 840 of the Public
Uilities Code.

SEC. 3.5. Section 1799.100 of the Cvil Code is amended to read:

1799.100. (a) It is unlawful for any person to take a security
i nterest in any househol d goods, as defined in subdivision (g), in
connection with a consunmer credit contract or other credit obligation
incurred primarily for personal, famly, or household purposes
unl ess (1) the person takes possession of the household goods or (2)
t he purchase price of the household goods was financed through the
consuner credit contract or credit obligation

(b) An agreenent or other docunent creating a nonpossessory
security interest in personal property as defined in subdivision (d)
in connection with a consuner credit contract or other credit
obligation incurred primarily for personal, fanmly, or household
pur poses shall contain a statenent of description reviewed and signhed
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by the consuner indicating each specific itemof the persona
property in which the security interest is taken. A consumer credit
contract or other credit obligation subject to the Unruh Act (Chapter
1 (conmencing with Section 1801) of Title 2) that conplies with the
provi si ons of subdivision (a) of Section 1803.3, or of subdivision
(f) of Section 1810.1, shall be deenmed to conply with this
subdi vi si on.

(c) Notwi thstandi ng any other provision of law, a person who has a
nonpossessory security interest in personal property, described in
subdi vision (d), taken in connection with a consumer credit contract
or other credit obligation incurred primarily for personal, famly,
or househol d purposes shall only enforce the security interest by
judicial action unless the property is abandoned or freely and
voluntarily surrendered by the consuner.

(d) The provisions of subdivisions (b) and (c) apply only to the
foll owi ng types of personal property:

(1) Any goods, as defined in paragraph (44) of subdivision (a) of
Section 9102 of the Commercial Code, except for vessels, vehicles,
and aircraft, that are used or bought for use primarily for personal
famly, or household purposes and that has a fair narket val ue of
| ess than one thousand dollars ($1,000) per individual itemat the
time the security interest is created.

(2) The property described in Section 704.050 and subdi vi sion (a)
of Section 704.060 of the Code of Civil Procedure, except for
vessel s, vehicles, and aircraft.

(e) Any security interest taken in violation of either subdivision
(a) or (b) is void and unenforceable.

(f) Any person injured by a violation of this section may bring a
civil action for the recovery of damages, equitable relief, and
attorney's fees and costs.

(g) For the purpose of this section:

(1) "Househol d goods" means and includes clothing, furniture,
appl i ances, one radio, one television, |linens, china, crockery,
ki tchenware, personal effects, and wedding rings. "Household goods”
does not include works of art, electronic entertainnment equi prment
(except one radio and one television), itenms acquired as anti ques,
and jewelry (except wedding rings).

(2) "Antique" nmeans any item over one hundred years of age,

i ncl udi ng such itenms that have been repaired or renovated w thout
changing their original formor character
SEC. 4. Section 1799.103 of the Cvil Code is anmended to read:

1799. 103. No consumner credit contract or guarantee of a consuner
credit contract shall provide for a security interest in any
i nvestment property, as defined in paragraph (49) of subdivision (a)
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of Section 9102 of the Comercial Code, that is pledged as
collateral, unless (a) the contract either specifically identifies
the investnment property as collateral or (b) the secured party is a
securities internmediary, as defined in paragraph (14) of subdivision
(a) of Section 8102 of the Commerci al Code, or commodity

i nternedi ary, as defined in paragraph (17) of subdivision (a) of
Section 9102 of the Commercial Code, with respect to the investnent

property. The identification of an account shall include the name of
t he hol der, account nunber, and nanme of the institute holding the
i nvestment property. In the event that a consuner credit contract or

guarantee does not conply with this section, the security interest
in the investnent property is void.
SEC. 5. Section 1812.601 of the Civil Code is anended to read:

1812.601. (a) "Advertisenment” means any of the follow ng:

(1) Any witten or printed communi cation for the purpose of
soliciting, describing, or offering to act as an aucti oneer or
provi de auction conpany services, including any brochure, panphlet,
newspaper, periodical, or publication

(2) A telephone or other directory listing caused or permtted by
an auctioneer or auction conpany to be published that indicates the
offer to practice auctioneering or auction conpany services.

(3) Aradio, television, or simlar airwave transnission that
solicits or offers the practice of auctioneering or auction conpany
servi ces.

(b) "Auction"” nmeans a sal e transaction conducted by nmeans of ora
or witten exchanges between an auctioneer and the menbers of his or
her audi ence, whi ch exchanges consist of a series of invitations for
of fers for the purchase of goods nade by the auctioneer and offers to
pur chase nade by nenbers of the audience and culmnate in the
acceptance by the auctioneer of the highest or nost favorable offer
made by a nenber of the participating audi ence. However, auction
does not include either of the follow ng:

(1) A whol esal e motor vehicle auction subject to regulation by the
Depart nent of Motor Vehicl es.

(2) A sale of real estate or a sale in any sequence of real estate
with personal property or fixtures or both in a unified sale
pursuant to subparagraph (B) of paragraph (1) of subdivision (a) of
Section 9604 of the Conmercial Code.

(c) "Auction conpany" nmeans any person who arranges, nanages,
sponsors, advertises, accounts for the proceeds of, or carries out
auction sales at l|ocations, including, but not linmted to, any fixed
| ocation, including an auction barn, gallery place of business, sale
barn, sale yard, sale pavilion, and the contiguous surroundings of
each.
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(d) "Auctioneer"” neans any individual who is engaged in, or who by
advertising or otherw se holds hinself or herself out as being
avail able to engage in, the calling for, the recognition of, and the
acceptance of, offers for the purchase of goods at an auction

(e) "Enpl oyee" neans an individual who works for an enployer, is
listed on the enployer's payroll records, and is under the enployer's
control

(f) "Enployer" neans a person who enpl oys an individual for wages
or salary, lists the individual on the person's payroll records, and
wi t hhol ds legally required deductions and contri butions.

(g) "Goods" neans any goods, wares, chattels, merchandi se, or
ot her personal property, including donmestic aninmals and farm
products.

(h) "Person" neans an individual, corporation, partnership, trust,
i ncluding a business trust, firm association, organization, or any
ot her form of business enterprise.

SEC. 6. Section 2924f of the Gvil Code is anended to read:

2924f. (a) As used in this section and Sections 2924g and 2924h
"property" means real property or a |l easehold estate therein, and
"cal endar week"” neans Monday through Saturday, inclusive.

(b) (1) Except as provided in subdivision (c), before any sale of
property can be nade under the power of sale contained in any deed of
trust or nortgage, or any resale resulting froma rescission for a
failure of consideration pursuant to subdivision (c) of Section
2924h, notice of the sale thereof shall be given by posting a witten
notice of the time of sale and of the street address and the
specific place at the street address where the sale will be held, and
descri bing the property to be sold, at |east 20 days before the date
of sale in one public place in the city where the property is to be
sold, if the property is to be sold in a city, or, if not, then in
one public place in the judicial district in which the property is to
be sold, and publishing a copy once a week for three consecutive
cal endar weeks, the first publication to be at |east 20 days before
the date of sale, in a newspaper of general circulation published in
the city in which the property or sone part thereof is situated, if
any part thereof is situated in a city, if not, then in a newspaper
of general circulation published in the judicial district in which
the property or sone part thereof is situated, or in case no
newspaper of general circulation is published in the city or judicial
district, as the case nay be, in a newspaper of general circulation
published in the county in which the property or sone part thereof is
situated, or in case no newspaper of general circulation is
published in the city or judicial district or county, as the case may
be, in a newspaper of general circulation published in the county in
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this state that (A) is contiguous to the county in which the

property or sone part thereof is situated and (B) has, by conparison
with all sinmilarly contiguous counties, the highest popul ati on based
upon total county popul ation as determi ned by the nost recent federa
decenni al census published by the Bureau of the Census. A copy of
the notice of sale shall also be posted in a conspicuous place on the
property to be sold at |east 20 days before the date of sale, where
possi bl e and where not restricted for any reason. |If the property is
a single-famly residence the posting shall be on a door of the
residence, but, if not possible or restricted, then the notice shal
be posted in a conspicuous place on the property; however, if access
i s deni ed because a commpn entrance to the property is restricted by
a guard gate or simlar inpedinent, the property may be posted at
that guard gate or simlar inpedinent to any devel opnent comrunity.
Additionally, the notice of sale shall conformto the m ni num

requi renents of Section 6043 of the Government Code and be recorded
with the county recorder of the county in which the property or sone
part thereof is situated at |east 14 days prior to the date of sale.
The notice of sale shall contain the name, street address, and

t el ephone nunber of the trustee or other person conducting the sale,
and the name of the original trustor, and also shall contain the
statement required by paragraph (3) of subdivision (c¢). |In addition
to any other description of the property, the notice shall describe
the property by giving its street address, if any, or other comon
designation, if any, and a county assessor's parcel nunber; but if
the property has no street address or other conmon designation, the
noti ce shall contain a | egal description of the property, the nane
and address of the beneficiary at whose request the sale is to be
conducted, and a statenent that directions nay be obtained pursuant
to a witten request submtted to the beneficiary within 10 days from
the first publication of the notice. Directions shall be deened
reasonably sufficient to locate the property if information as to the
| ocation of the property is given by reference to the direction and
approxi mat e di stance fromthe nearest crossroads, frontage road, or
access road. |If a legal description or a county assessor's parce
nunmber and either a street address or another conmon designation of
the property is given, the validity of the notice and the validity of
the sale shall not be affected by the fact that the street address,

ot her common desi gnati on, nane and address of the beneficiary, or the
directions obtained therefromare erroneous or that the street
address, other conmon designation, name and address of the
beneficiary, or directions obtained therefromare onitted. The term
"newspaper of general circulation,” as used in this section, has the
same neaning as defined in Article 1 (commencing with Section 6000)
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of Chapter 1 of Division 7 of Title 1 of the Government Code.

The notice of sale shall contain a statenent of the total anount
of the unpaid bal ance of the obligation secured by the property to be
sol d and reasonably estimted costs, expenses, advances at the tinme
of the initial publication of the notice of sale, and, if republished
pursuant to a cancellation of a cash equival ent pursuant to
subdi vision (d) of Section 2924h, a reference of that fact; provided,
that the trustee shall incur no liability for any good faith error
in stating the proper ampunt, including any anount provided in good
faith by or on behalf of the beneficiary. An inaccurate statenent of
this anount shall not affect the validity of any sale to a bona fide
purchaser for value, nor shall the failure to post the notice of
sale on a door as provided by this subdivision affect the validity of
any sale to a bona fide purchaser for val ue.

(2) If the sale of the property is to be a unified sale as
provi ded in subparagraph (B) of paragraph (1) of subdivision (a) of
Section 9604 of the Conmercial Code, the notice of sale shall also
contain a description of the personal property or fixtures to be
sold. 1In the case where it is contenplated that all of the persona
property or fixtures are to be sold, the description in the notice of
the personal property or fixtures shall be sufficient if it is the
sane as the description of the personal property or fixtures
contained in the agreenent creating the security interest in or
encunbrance on the personal property or fixtures or the filed
financing statenment relating to the personal property or fixtures.

In all other cases, the description in the notice shall be sufficient
if it would be a sufficient description of the personal property or
fixtures under Section 9108 of the Conmmercial Code. Inclusion of a
reference to or a description of personal property or fixtures in a
noti ce of sale hereunder shall not constitute an election by the
secured party to conduct a unified sale pursuant to subparagraph (B)
of paragraph (1) of subdivision (a) of Section 9604 of the Commrercia
Code, shall not obligate the secured party to conduct a unified sale
pursuant to subparagraph (B) of paragraph (1) of subdivision (a) of
Section 9604 of the Conmercial Code, and in no way shall render

def ective or nonconplying either that notice or a sale pursuant to
that notice by reason of the fact that the sale includes none or |ess
than all of the personal property or fixtures referred to or
described in the notice. This paragraph shall not otherw se affect
the obligations or duties of a secured party under the Comrercia
Code.

(c) (1) This subdivision applies only to deeds of trust or
nort gages which contain a power of sale and which are secured by rea
property containing a single-famly, owner-occupied residence, where
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the obligation secured by the deed of trust or nortgage is contained
in a contract for goods or services subject to the provisions of the
Unruh Act (Chapter 1 (commencing with Section 1801) of Title 2 of
Part 4 of Division 3).

(2) Except as otherwi se expressly set forth in this subdivision
all other provisions of lawrelating to the exercise of a power of
sal e shall govern the exercise of a power of sale contained in a deed
of trust or nortgage described in paragraph (1).

(3) If any default of the obligation secured by a deed of trust or
nmort gage described in paragraph (1) has not been cured within 30
days after the recordation of the notice of default, the trustee or
nortgagee shall mail to the trustor or nortgagor, at his or her |ast
known address, a copy of the follow ng statenent:

YOU ARE I N DEFAULT UNDER A

(Deed of trust or nortgage)
DATED __ . UNLESS YOU TAKE ACTI ON TO PROTECT
YOUR PROPERTY, | T MAY BE SOLD AT A PUBLI C SALE
| F YOU NEED AN EXPLANATI ON OF THE NATURE OF THE

PROCEEDI NG AGAI NST YOU, YQOU SHOULD CONTACT A LAWER

(4) Al sales of real property pursuant to a power of sale
contained in any deed of trust or nortgage described in paragraph (1)
shall be held in the county where the residence is |ocated and shal
be made to the person making the highest offer. The trustee may
receive offers during the 10-day period inmediately prior to the date
of sale and if any offer is accepted in witing by both the trustor
or nortgagor and the beneficiary or nortgagee prior to the time set
for sale, the sale shall be postponed to a date certain and prior to
whi ch the property may be conveyed by the trustor to the person
maki ng the offer according to its terms. The offer is revocable
until accepted. The performance of the offer, follow ng acceptance,
according to its terns, by a conveyance of the property to the
of feror, shall operate to terminate any further proceedi ng under the
notice of sale and it shall be deemed revoked.

(5) In addition to the trustee fee pursuant to Section 2924c, the
trustee or nortgagee pursuant to a deed of trust or nortgage subject
to this subdivision shall be entitled to charge an additional fee of
fifty dollars ($50).

(6) This subdivision applies only to property on which notices of
default were filed on or after the effective date of this
subdi vi si on.
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SEC. 7. Section 2944 of the Civil Code is amended to read:
2944. None of the

provi sions of this chapter applies to any transaction or security
i nterest governed by the Commercial Code, except to the extent nade
applicable by reason of an election nmade by the secured party
pursuant to subparagraph (B) of paragraph (1) of subdivision (a) of
Section 9604 of the Conmercial Code.

SEC. 8. Section 2983.8 of the Civil Code is anended to read:

2983.8. Notwithstanding Section 2983.2 or any other provision of
I aw, no deficiency judgnent shall lie in any event in any of the
foll owi ng instances:

(a) After any sale of any nobilehome for which a permt is
requi red pursuant to Section 35780 or 35790 of the Vehicle Code for
failure of the purchaser to conplete his or her conditional sale
contract given to the seller to secure paynent of the bal ance of the
purchase price of such nobil ehome. The provisions of this
subdi vi sion shall not apply in the event there is substantial damage
to the nobil ehome other than wear and tear from nornmal usage. This
subdi vision shall apply only to contracts entered into on or after
the effective date of the act that enacted this subdivision and
before July 1, 1981.

(b) After any sale or other disposition of a notor vehicle unless
the court has determined that the sale or other disposition was in
conformty with the provisions of this chapter and the rel evant
provi sions of Division 9 (conmencing with Section 9101) of the
Comerci al Code, including Sections 9610, 9611, 9612, 9613, 9614,
9615, and 9626. The deternination nmay be nade upon an affidavit
unl ess the court requires a hearing in the particul ar case.

SEC. 8.5. Section 3343.5 of the Civil Code is anended to read:
3343.5. (a) Any one or nore of the follow ng who suffers any
damage proximately resulting fromone or nore acts of unlawful notor
vehi cl e subl easing, as described in Chapter 12.7 (comencing with
Section 570) of Title 13 of Part 1 of the Penal Code, may bring an

action agai nst the person who has engaged in those acts:

(1) A seller or other secured party under a conditional sale
contract or a security agreenent.

(2) A lender under a direct |oan agreenent.

(3) A lessor under a | ease contract.

(4) A buyer under a conditional sale contract.

(5) A purchaser under a direct |oan agreenent, an agreenent which
provides for a security interest, or an agreenent which is equival ent
to these types of agreenents.

(6) A lessee under a | ease contract.

(7) An actual or purported transferee or assignee of any right or
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i nterest of a buyer, a purchaser, or a | essee.

(b) The court in an action under subdivision (a) nmay award actua
damages; equitable relief, including, but not limted to, an
i njunction and restitution of nmoney and property; punitive damages;
reasonabl e attorney's fees and costs; and any other relief which the
court deens proper.

(c) As used in this section, the followi ng terns have the
fol | owi ng neani ngs:

(1) "Buyer" has the nmeaning set forth in subdivision (c) of
Section 2981.

(2) "Conditional sale contract” has the meaning set forth in
subdi vision (a) of Section 2981. Notwi thstandi ng subdivision (k) of
Section 2981, "conditional sale contract" includes any contract for
the sale or bailnent of a notor vehicle between a buyer and a seller
primarily for business or conmercial purposes.

(3) "Direct |oan agreenent” neans an agreement between a | ender
and a purchaser whereby the | ender has advanced funds pursuant to a
| oan secured by the notor vehicle which the purchaser has purchased.

(4) "Lease contract"™ neans a | ease contract between a | essor and
| essee as this termand these parties are defined in Section 2985.7.
Not wi t hst andi ng subdi vi sion (d) of Section 2985.7, "lease contract"

i ncludes a | ease for business or comercial purposes.

(5) "Mdtor vehicle" nmeans any vehicle required to be registered
under the Vehicl e Code.

(6) "Person" neans an individual, conpany, firm association
partnership, trust, corporation, linmted liability conpany, or other
legal entity.

(7) "Purchaser" has the neaning set forth in subdivision (33) of
Section 1201 of the Conmercial Code.

(8) "Security agreenment" and "secured party" have the neani ngs set
forth, respectively, in paragraphs (73) and (72) of subdivision (a)
of Section 9102 of the Conmercial Code. "Security interest" has the
meani ng set forth in subdivision (37) of Section 1201 of the
Conmer ci al Code.

(9) "Seller" has the nmeaning set forth in subdivision (b) of
Section 2981, and includes the present hol der of the conditional sale
contract.

(d) The rights and renedies provided in this section are in
addition to any other rights and renedi es provi ded by | aw

SEC. 9. Section 3439.08 of the Civil Code is anmended to read:

3439.08. (a) A transfer or an obligation is not voidable under
subdi vi sion (a) of Section 3439.04, against a person who took in good
faith and for a reasonably equival ent val ue or agai nst any
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subsequent transferee or obligee.

(b) Except as otherw se provided in this section, to the extent a
transfer is voidable in an action by a creditor under paragraph (1)
of subdivision (a) of Section 3439.07, the creditor may recover
judgment for the value of the asset transferred, as adjusted under
subdi vision (c), or the anmobunt necessary to satisfy the creditor's
claim whichever is less. The judgnent may be entered agai nst the
fol | owi ng:

(1) The first transferee of the asset or the person for whose
benefit the transfer was made.

(2) Any subsequent transferee other than a good faith transferee
who took for value or from any subsequent transferee.

(c) If the judgnent under subdivision (b) is based upon the val ue
of the asset transferred, the judgnment shall be for an anpbunt equa
to the value of the asset at the tine of the transfer, subject to
adj ustnment as the equities may require.

(d) Notwithstanding voidability of a transfer or an obligation
under this chapter, a good faith transferee or obligee is entitled,
to the extent of the value given the debtor for the transfer or
obligation, to the follow ng:

(1) Alien on or aright to retain any interest in the asset
transferred.

(2) Enforcenent of any obligation incurred.

(3) Areduction in the amount of the liability on the judgnent.

(e) Atransfer is not voidabl e under subdivision (b) of Section
3439.04 or Section 3439.05 if the transfer results fromthe
fol | owi ng:

(1) Termination of a |ease upon default by the debtor when the
termnation is pursuant to the | ease and applicable | aw

(2) Enforcenent of a lien in a noncollusive manner and in
conpliance with applicable Ilaw, including Division 9 (comrencing with
Section 9101) of the Commercial Code, other than a retention of
col ateral under Sections 9620 and 9621 of the Commercial Code and
other than a voluntary transfer of the collateral by the debtor to
the lienor in satisfaction of all or part of the secured obligation

SEC. 10. Section 3440.1 of the Cvil Code is anended to read:
3440.1. This chapter does not apply to any of the follow ng:
(a) Things in action.

(b) Ships or cargoes if either are at sea or in a foreign port.

(c) The sale of accounts, chattel paper, paynent intangibles, or
promi ssory notes governed by the Uniform Conmercial Code, security
interests, and contracts of bottonry or respondentia.

(d) Wnes or brandies in the wineries, distilleries, or wne
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cellars of the makers or owners of the wi nes or brandies, or other
persons havi ng possession, care, and control of the w nes or
brandi es, and the pipes, casks, and tanks in which the w nes or
brandi es are contained, if the transfers are nmade in witing and
execut ed and acknow edged, and if the transfers are recorded in the
book of official records in the office of the county recorder of the
county in which the wi nes, brandi es, pipes, casks, and tanks are

si t uat ed.

(e) Atransfer or assignnent nmade for the benefit of creditors
generally or by any assignee acting under an assignment for the
benefit of creditors generally.

(f) Property exenpt from enforcenent of a noney judgment.

(g) Standing tinber.

(h) Subject to the Iimtations in Section 3440.3, a transfer of
personal property if all of the follow ng conditions are satisfied:

(1) Prior to the date of the intended transfer, the transferor or
the transferee files a financing statenent, with respect to the
property transferred, signed by the transferor. The financing
statenent shall be filed in the office of the Secretary of State in
accordance with Chapter 5 (comencing with Section 9501) of Division
9 of the Commercial Code, but nmay use the terns "transferor” in lieu
of "debtor" and "transferee" in lieu of "secured party." The
provi sions of Chapter 5 (commencing with Section 9501) of Division 9
of the Commercial Code shall apply as appropriate to the financing
st at ement .

(2) The transferor or the transferee publishes a notice of the
i ntended transfer one tinme in a newspaper of general circulation
published in the judicial district in which the personal property is
| ocated, if there is one, and if there is none in the judicial
district, then in a newspaper of general circulation in the county
enbracing the judicial district. The publication shall be conpleted
not |less than 10 days before the date the transfer occurs. The
notice shall contain the nane and address of the transferor and
transferee and a general statement of the character of the persona
property intended to be transferred, and shall indicate the place
where the personal property is located and a date on or after which
the transfer is to be nade.

(i) Personal property not located within this state at the tinme of
the transfer or attachment of the lien if the provisions of this
subdi vision are not used for the purpose of evading this chapter

(j) Atransfer of property which (1) is subject to a statute or
treaty of the United States or a statute of this state that provides
for the registration of transfers of title or issuance of
certificates of title and (2) is so far perfected under that statute
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or treaty that a bona fide purchaser cannot acquire an interest in
the property transferred that is superior to the interest of the
transferee.

(k) A transfer of personal property in connection with a
transaction in which the property is imedi ately thereafter |eased by
the transferor fromthe transferee provided the transferee purchased
the property for value and in good faith (subdivision (c) of Section
10308 of the Conmercial Code).

(1) Transition property, as defined in Section 840 of the Public
Uilities Code.

SEC. 11. Section 3440.5 of the Cvil Code is anended to read:

3440.5. (a) This chapter does not affect the rights of a secured
party who, for value and in good faith, acquires a security interest
in the transferred personal property fromthe transferee, or fromthe
transferee's successor in interest, if the transferor is no | onger
i n possession of the personal property at the time the security
i nterest attaches.

(b) Additionally, except as provided in Section 3440.3, this
chapter does not affect the rights of a secured party who acquires a
security interest fromthe transferee, or fromthe tranferee's
successor in interest, in the personal property, if all of the
followi ng conditions are satisfied:

(1) On or before the date the security agreenent is executed, the
i ntended debtor or secured party files a financing statenent with
respect to the property transferred, signed by the intended debtor
The financing statenment shall be filed in the office of the Secretary
of State in accordance with Chapter 5 (comrencing with Section 9501)
of Division 9 of the Conmercial Code, but shall use the terns
"transferor” in lieu of "debtor," "transferee" in lieu of "secured
party,” and "secured party"” in lieu of "assignee of secured party."”
The provisions of Chapter 5 (commencing with Section 9501) of
Division 9 of the Cormmercial Code shall apply as appropriate to such
a statenent. For the purpose of indexing, and in any certification
of search, the Secretary of State may refer to any financing
statenent filed pursuant to this paragraph as a financing statenent
under the Commerci al Code and may describe the transferor as a debtor
and the transferee as a secured party.

Conpliance with this paragraph shall, however, not perfect the
security interest of the secured party. Perfection of such a
security interest shall be governed by Division 9 (commencing with
Section 9101) of the Commercial Code.

(2) The intended debtor or secured party publishes a notice of the
transfer one time in a newspaper of general circulation published in
the judicial district in which the personal property is located, if
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there is one, and if there is none in the judicial district, then in
a newspaper of general circulation in the county enbracing the
judicial district. The publication shall be conpleted not |ess than
10 days before the date of execution by the intended debtor of the
i ntended security agreenment. The notice shall contain the nanes and
addresses of the transferor and transferee and of the intended debtor
and secured party, a general statenent of the character of the
personal property transferred and i ntended to be subject to the
security interest, the location of the personal property, and the
date on or after which the security agreenent is to be executed by
t he i ntended debtor.

SEC. 11.5. Section 481.020 of the Code of Civil Procedure is
anended to read:

481.020. "Account debtor"™ neans "account debtor" as defined in
par agraph (3) of subdivision (a) of Section 9102 of the Comrercia
Code.

SEC. 12. Section 481.030 of the Code of Civil Procedure is anended
to read:

481.030. "Account receivable" means "account” as defined in
par agraph (2) of subdivision (a) of Section 9102 of the Comrercia
Code.

SEC. 12.1. Section 481.040 of the Code of Civil Procedure is
anended to read:

481.040. "Chattel paper"” nmeans "chattel paper"” as defined in
paragraph (11) of subdivision (a) of Section 9102 of the Commerci al
Code.

SEC. 12.2. Section 481.080 of the Code of Civil Procedure is
anended to read:

481.080. "Deposit account” nmeans "deposit account” as defined in
par agraph (29) of subdivision (a) of Section 9102 of the Commerci al
Code.

SEC. 12.3. Section 481.090 of the Code of Civil Procedure is
anended to read:

481.090. "Document of title" nmeans "docunent” as defined in
par agraph (30) of subdivision (a) of Section 9102 of the Commerci al
Code. A docunent of title is negotiable if it is negotiable within
t he neani ng of Section 7104 of the Commrercial Code.

SEC. 13. Section 481.115 of the Code of Civil Procedure is anended
to read:

481.115. "Ceneral intangibles" means "general intangibles,” as
defined in paragraph (42) of subdivision (a) of Section 9102 of the
Commerci al Code, consisting of rights to paynent.

SEC. 13.1. Section 481.117 of the Code of Civil Procedure is
anended to read:
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481.117. "Instrument” nmeans "instrunment” as defined in paragraph
(47) of subdivision (a) of Section 9102 of the Conmercial Code.

SEC. 13.2. Section 481.207 of the Code of Civil Procedure is
anended to read:

481.207. "Secured party" nmeans "secured party" as defined in
par agraph (72) of subdivision (a) of Section 9102 of the Commerci al
Code.

SEC. 13.3. Section 481.220 of the Code of Civil Procedure is
anended to read:

481.220. "Security agreenent” neans a "security agreenent" as
defined by paragraph (73) of subdivision (a) of Section 9102 of the
Conmmrer ci al Code.

SEC. 13.4. Section 488.375 of the Code of Civil Procedure is
anended to read:

488. 375. (a) Except as provided by Section 488.385, to attach
equi pnent of a going business in the possession or under the contro
of the defendant, the levying officer shall file with the office of
the Secretary of State a notice of attachnent, in the form prescribed
by the Secretary of State, which shall contain all of the follow ng:

(1) The name and nailing address of the plaintiff.

(2) The nanme and | ast known nmailing address of the defendant.

(3) The title of the court where the action is pending and the
cause and nunber of the action.

(4) A description of the specific property attached.

(5) A statenent that the plaintiff has acquired an attachnent |ien
on the specified property of the defendant.

(b) Upon presentation of a notice of attachnent under this section
for filing, and tender of the filing fee to the office of the
Secretary of State, the notice of attachment shall be filed, marked,
and indexed in the same manner as a financing statement. The fee for
filing in the office of the Secretary of State is the sane as the
fee for filing a financing statement in the standard form

(c) Upon the request of any person, the Secretary of State shal
issue a certificate showing whether there is on file in that office
on the date and hour stated therein any notice of attachnent filed
agai nst the equi pnent of a particular person named in the request.

If a notice of attachnent is on file, the certificate shall state the
date and hour of filing of each such notice and any notice affecting
any such notice of attachnment and the name and address of the
plaintiff. Upon request, the Secretary of State shall furnish a copy
of any notice of attachnent or notice affecting a notice of
attachment. The certificate shall be issued as part of a comnbined
certificate pursuant to Section 9528 of the Comrercial Code, and the
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fee for the certificate and copies shall be in accordance with that
secti on.

(d) The fee for filing, indexing, and furnishing filing data for a
noti ce of extension of attachment is the same as the fee for a
continuation statement under Section 9525 of the Conmercial Code.

The fee for filing, indexing, and furnishing filing data for a notice
of release of attachment is the sane as the fee for a statenent of
rel ease under Section 9525 of the Commercial Code.

(e) If property subject to an attachnent |ien under this section
beconmes a fixture (as defined in Section 9313 of the Conmercia
Code), the attachment |ien under this section is extinguished.

SEC. 13.5. Section 488.385 of the Code of Civil Procedure is
amended to read:

488.385. (a) To attach a vehicle or vessel for which a
certificate of ownership has been issued by the Departnent of Mtor
Vehi cl es, or a nobil ehome or commercial coach for which a certificate
of title has been issued by the Departnent of Housing and Comunity
Devel oprment, which is equi pment of a going business in the possession
or under the control of the defendant, the |evying officer shal
file with the appropriate departnment a notice of attachnment, in the
form prescribed by the appropriate departnment, which shall contain
all of the follow ng:

(1) The name and mailing address of the plaintiff.

(2) The name and | ast known mailing address of the defendant.

(3) The title of the court where the action is pending and the
cause and nunber of the action.

(4) A description of the specific property attached.

(5) A statement that the plaintiff has acquired an attachment |ien
on the specific property of the defendant.

(b) Upon presentation of a notice of attachnent, notice of
extension, or notice of release under this section for filing and
tender of the filing fee to the appropriate departnent, the notice
shall be filed and i ndexed. The fee for filing and indexing the
notice is three dollars ($3).

(c) Upon the request of any person, the department shall issue its
certificate showi ng whether there is on file in that departnment on
the date and hour stated therein any notice of attachnment filed
agai nst the property of a particular person nanmed in the request. |If
a notice of attachment is on file, the certificate shall state the
date and hour of filing of each such notice of attachnment and any
notice affecting any such notice of attachment and the nanme and
address of the plaintiff. The fee for the certificate issued
pursuant to this subdivision is three dollars ($3). Upon request,
the departnent shall furnish a copy of any notice of attachnment or
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notice affecting a notice of attachnment for a fee of one dollar ($1)
per page.

(d) If property subject to an attachnent |ien under this section
becones a fixture (as defined in paragraph (41) of subdivision (a) of
Section 9102 of the Conmercial Code), the attachnment |ien under this
section is extinguished.

SEC. 14. Section 488.405 of the Code of Civil Procedure is anended
to read:

488.405. (a) This section provides an alternative method of
attaching farm products or inventory of a going business in the
possessi on or under the control of the defendant, but this section
does not apply to property described in Section 488.325. This
section applies if the plaintiff instructs the |levying officer to
attach the farm products or inventory under this section

(b) To attach under this section farm products or inventory of a
goi ng business in the possession or under the control of the
defendant, the levying officer shall file a notice of attachnment with
the Secretary of State.

(c) Except as provided in subdivisions (d) and (e), the filing of
the notice of attachment gives the plaintiff an attachnment |ien on
all of the follow ng:

(1) The farm products or inventory described in the notice.

(2) ldentifiable cash proceeds (as that termis used in Section
9315 of the Conmmercial Code).

(3) If permtted by the wit of attachment or court order
after-acquired property.

(d) The attachnment lien created by the filing of the notice of
attachnent under this section does not extend to either of the
fol | owi ng:

(1) A vehicle or vessel required to be registered with the
Department of Motor Vehicles or a nobil ehome or comrercial coach
required to be registered pursuant to the Health and Safety Code.

(2) The inventory of a retail merchant held for sale except to the
extent that the inventory of the retail merchant consists of durable
goods having a unit retail value of at |east five hundred dollars
($500). For the purposes of this paragraph, "retail nerchant" does
not include (A) a person whose sales for resale exceeded 75 percent
in dollar volunme of the person's total sales of all goods during the
12 nonths preceding the filing of the notice of attachnment or (B) a
cooperative associ ation organi zed pursuant to Chapter 1 (comencing
with Section 54001) of Division 20 of the Food and Agricul tural Code
(agricultural cooperative associations) or Part 3 (comencing with
Section 13200) of Division 3 of Title 1 of the Corporations Code
(Fi sh Marketing Act).
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(e) If property subject to an attachnent |ien under this section
becones a fixture (as defined in paragraph (41) of subdivision (a) of
Section 9102 of the Commercial Code), the attachnent |ien under this
section is extinguished.

(f) The notice of attachnment shall be in the form prescribed by
the Secretary of State and shall contain all of the follow ng:

(1) The name and mailing address of the plaintiff.

(2) The nanme and | ast known nmailing address of the defendant.

(3) The title of the court where the action is pending and the
cause and nunber of the action.

(4) A description of the farm products and inventory attached.

(5) A statement that the plaintiff has acquired an attachment |ien
on the described property and on identifiable cash proceeds (as that
termis used in Section 9315 of the Comercial Code) and, if
permtted by the wit of attachnment or court order, on after-acquired
property.

(g) Upon presentation of a notice of attachnent under this section
for filing and tender of the filing fee to the office of the
Secretary of State, the notice of attachment shall be filed, marked,
and i ndexed in the sanme nanner as a financing statement. The fee for
filing in the office of the Secretary of State is the sane as the
fee for filing a financing statement in the standard form

(h) Upon the request of any person, the Secretary of State shal
issue a certificate showing whether there is on file in that office
on the date and hour stated therein any notice of attachnent filed
agai nst the farm products or inventory of a particular person naned
in the request. If a notice of attachment is on file, the
certificate shall state the date and hour of filing of each such
noti ce of attachnment and any notice affecting any such notice of
attachnment and the nanme and address of the plaintiff. Upon request,
the Secretary of State shall furnish a copy of any notice of
attachment or notice affecting a notice of attachment. The
certificate shall be issued as part of a conbined certificate
pursuant to Section 9528 of the Conmercial Code, and the fee for the
certificate and copies shall be in accordance with that section

(i) The fee for filing, indexing, and furnishing filing data for a
noti ce of extension of attachment is the sane as the fee for a
continuation statenent under Section 9525 of the Commercial Code.

The fee for filing, indexing, and furnishing filing data for a notice
of release of attachnent is the same as the fee for a statenent of
rel ease under Section 9519 of the Commercial Code.

SEC. 15. Section 488.500 of the Code of Civil Procedure is anended
to read:

488.500. (a) A levy on property under a wit of attachnent
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creates an attachment lien on the property fromthe tine of |evy
until the expiration of the time provided by Section 488.510.

(b) Except as provided in subdivisions (c¢) and (d), if property
subject to an attachment lien is transferred or encunbered, the
property transferred or encunbered remains subject to the lien after
the transfer or encunbrance to the sane extent that the property
woul d remain subject to an execution lien pursuant to Sections
697.720 to 697. 750, inclusive.

(c) Except as otherwise provided in this title, if equipnent is
attached pursuant to Section 488.375 or farm products or inventory is
attached pursuant to Section 488.405, the attachnent lien on the
property covered by the attachment |lien has the sane force and effect
as a judgnent lien on personal property created at the sanme tine
woul d have pursuant to Sections 697.590 to 697. 620, inclusive.

(d) If equiprment consisting of a vehicle, vessel, nobil ehone, or
comercial coach is attached pursuant to Section 488.385, the
attachment lien on the specified property does not affect the rights
of a person who is a bona fide purchaser or encunbrancer and obtains
possessi on of both the property and its certificate of ownership
i ssued by the Departnment of Motor Vehicles or its certificate of
title or registration card issued by the Department of Housing

and Comunity
Devel oprent. If the levying officer obtains possession of the
certificate of ownership or certificate of title or registration
card, the attachnent lien has the priority of the lien of a lien
creditor under Sections 9317 and 9323 of the Commercial Code as of
the tinme possession is obtained by the levying officer. If the
| evyi ng of ficer does not obtain possession of the certificate of
ownership or certificate of title or registration card, the
attachnment lien has the sane force and effect as an unperfected
security interest that attached at the sanme tinme as the notice of
attachnent was fil ed.

(e) If an attachment lien is created on property that is subject
to the lien of a tenporary protective order or a lien under Article 1
(comrencing with Section 491.110) of Chapter 11, the priority of the
attachnent lien relates back to the date the earlier |lien was
created. Nothing in this subdivision affects priorities or rights of
third persons established while the lien of the tenporary protective
order or the lien under Article 1 (comrencing with Section 491.110)
of Chapter 11 was in effect as determ ned under the | aw governing the
ef fect of such lien

SEC. 15.5. Section 680.120 of the Code of Civil Procedure is
amended to read:

680. 120. "Account debtor" neans "account debtor" as defined in

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 23 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

par agraph (3) of subdivision (a) of Section 9102 of the Comrercia
Code.

SEC. 16. Section 680.130 of the Code of Civil Procedure is anended
to read:

680. 130. "Account receivable" nmeans "account” as defined in
par agraph (2) of subdivision (a) of Section 9102 of the Comrercia
Code.

SEC. 16.1. Section 680.140 of the Code of Civil Procedure is
anended to read:

680.140. "Chattel paper" neans "chattel paper"” as defined in
par agraph (11) of subdivision (a) of Section 9102 of the Commerci al
Code.

SEC. 16.2. Section 680.170 of the Code of Civil Procedure is
anended to read:

680.170. "Deposit account" neans "deposit account” as defined in
par agraph (29) of subdivision (a) of Section 9102 of the Commerci al
Code.

SEC. 16.3. Section 680.180 of the Code of Civil Procedure is
anended to read:

680. 180. "Docunent of title" neans "docunent” as defined in
par agraph (30) of subdivision (a) of Section 9102 of the Commerci al
Code. A docunent of title is negotiable if it is negotiable within
t he nmeani ng of Section 7104 of the Commercial Code.

SEC. 17. Section 680.210 of the Code of Civil Procedure is anended
to read:

680. 210. "General intangibles" neans "general intangibles,” as
defined in paragraph (42) of subdivision (a) of Section 9102 of the
Commerci al Code, consisting of rights to paynent.

SEC. 17.1. Section 680.220 of the Code of Civil Procedure is
anended to read:

680.220. "lInstrument" neans "instrument", as defined in paragraph
(47) of subdivision (a) of Section 9102 of the Conmercial Code.

SEC. 17.2. Section 680.340 of the Code of Civil Procedure is
anended to read:

680. 340. "Secured party" neans "secured party" as defined in
par agraph (72) of subdivision (a) of Section 9102 of the Commrerci al
Code.

SEC. 17.3. Section 680.350 of the Code of Civil Procedure is
anended to read:

680.350. "Security agreenment” nmeans "security agreenent" as
defined in paragraph (73) of subdivision (a) of Section 9102 of the
Conmrer ci al Code.

SEC. 17.4. Section 697.530 of the Code of Civil Procedure is
anended to read:
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697.530. (a) A judgnent lien on personal property is a lien on
all interests in the follow ng personal property that are subject to
enforcenent of the nmoney judgnment agai nst the judgrment debtor
pursuant to Article 1 (comencing with Section 695.010) of Chapter 1
at the tinme the lien is created if a security interest in the
property could be perfected under the Commercial Code by filing a
financing statement at that tine with the Secretary of State:

(1) Accounts receivable.

(2) Chattel paper.

(3) Equi pnent.

(4) Farm products.

(5) Inventory.

(6) Negotiable docunments of title.

(b) If any interest in personal property on which a judgnent |ien
coul d be created under subdivision (a) is acquired after the judgnent
lien was created, the judgnent lien attaches to the interest at the
time it is acquired.

(c) To the extent provided by Section 697.620, a judgnment |lien on
personal property continues on the proceeds received upon the sale,
collection, or other disposition of the property subject to the
judgment |ien.

(d) Notwithstandi ng any ot her provision of this section, the
judgrment lien does not attach to:

(1) A vehicle or vessel required to be registered with the
Depart nent of Motor Vehicles or a nobil ehone or commercial coach
required to be registered pursuant to the Health and Safety Code.

(2) The inventory of a retail nmerchant held for sale except to the
extent that the inventory of the retail merchant consists of durable
goods having a unit retail value of at |east five hundred dollars
($500). For the purposes of this paragraph, "retail nmerchant" does
not include (A) a person whose sales for resale exceeded 75 percent
in dollar volunme of the person's total sales of all goods during the
12 months preceding the filing of the notice of judgnent lien on
personal property or (B) a cooperative association organi zed pursuant
to Chapter 1 (conmencing with Section 54001) of Division 20 of the
Food and Agricultural Code (agricultural cooperative associations) or
Part 3 (comencing with Section 13200) of Division 3 of Title 1 of
the Corporations Code (Fish Marketing Act).

(e) If property subject to a lien under this article becones a
fixture (as defined in paragraph (41) of subdivision (a) of Section
9102 of the Commercial Code), the judgnent lien on such property is
ext i ngui shed.

(f) Notwithstanding the filing of a notice of judgment |ien
subject to the provisions of Chapter 6 (comencing with Section
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708.010), a person obligated on an account receivable or chatte
paper is authorized to pay or conpronise the anpbunt without notice to
or consent of the judgnent creditor unless and until there is a |levy
pursuant to Chapter 3 (comencing with Section 699.010).

SEC. 17.5. Section 697.580 of the Code of Civil Procedure is
anended to read:

697.580. (a) Upon the request of any person, the Secretary of
State shall issue a certificate showi ng whether there is on file in
that office on the date and hour stated therein any notice of
judgment |ien on personal property filed against the property of a
particul ar person named in the request. |[If a notice of judgnent lien
ison file, the certificate shall state the date and hour of filing
of each such notice and any notice affecting any such notice of
judgment lien and the nane and address of the judgnment creditor

(b) Upon request, the Secretary of State shall furnish a copy of
any notice of judgnent lien or notice affecting a notice of judgnent
lien. The certificate shall be issued as part of a conbi ned
certificate pursuant to Section 9528 of the Commercial Code, and the
fee for the certificate and copies shall be in accordance with that
section.

SEC. 18. Section 697.590 of the Code of Civil Procedure is anended
to read:

697.590. (a) As used in this section

(1) "Filing" neans:

(A) Wth respect to a judgnent |lien on personal property, the
filing of a notice of judgnment lien in the office of the Secretary of
State to create a judgnent |ien on personal property under this
article.

(B) Wth respect to a security interest, the filing of a financing
statenment pursuant to Division 9 (commencing with Section 9101) of
t he Conmerci al Code.

(2) "Perfection" nmeans perfection of a security interest pursuant
to Division 9 (conmmencing with Section 9101) of the Commrercial Code.

(3) "Personal property" neans:

(A) Wth respect to a judgnent |ien on personal property, the
property to which a judgnent |ien has attached pursuant to this
article.

(B) Wth respect to a security interest, the collateral subject to
a security interest pursuant to Division 9 (comencing with Section
9101) of the Conmercial Code.

(4) "Purchase noney security interest" means "purchase noney
security interest" as defined in Section 9103 of the Conmercial Code.
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(b) Except as provided in subdivisions (d) and (e), priority
between a judgnment |ien on personal property and a conflicting
security interest in the sane personal property shall be deternined
according to this subdivision. Conflicting interests rank according

to priority in time of filing or perfection. 1In the case of a
judgnment lien, priority dates fromthe tinme filing is first nmade
covering the personal property. |In the case of a security interest,

priority dates fromthe time a filing is first nade covering the
personal property or the time the security interest is first
perfected, whichever is earlier, provided that there is no period
thereafter when there is neither filing nor perfection

(c) For the purposes of subdivision (b), a date of filing or
perfection as to personal property is also a date of filing or
perfection as to proceeds.

(d) A purchase noney security interest has priority over a
conflicting judgnent |lien on the sane personal property or its
proceeds if the purchase noney security interest is perfected at the
time the judgment debtor (as a debtor under the security agreenent)
recei ves possession of the personal property or within 20 days
thereafter.

(e) If a purchase noney security interest in inventory has
priority over a judgnent |ien pursuant to subdivision (d) and a
conflicting security interest has priority over the purchase noney
security interest in the sanme inventory pursuant to Section 9324 of
the Conmercial Code, the conflicting security interest also has
priority over the judgnment lien on the inventory subject to the
purchase nmoney security interest notwi thstanding that the conflicting
security interest would not otherw se have priority over the
judgment |ien.

(f) A judgnment lien that has attached to personal property and
that is al so subordinate under subdivision (b) to a security interest
in the same personal property is subordinate to the security
interest only to the extent that the security interest secures
advances nmade before the judgnment lien attached or within 45 days
thereafter or nade wi thout know edge of the judgnent |ien or pursuant
to a commitment entered into without know edge of the judgment lien

For the purpose of this subdivision, a secured party shall be
deened not to have know edge of a judgnent |ien on personal property
until (1) the judgnment creditor serves a copy of the notice of
judgment lien on the secured party personally or by mail and (2) the
secured party has know edge of the judgnment |ien on persona
property, as "know edge" is defined in Section 1201 of the Comercia
Code. If service on the secured party is by mail, it shall be sent
to the secured party at the address shown in the financing statement
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or security agreenent.
SEC. 19. Section 697.610 of the Code of Civil Procedure is anended
to read:

697.610. Except as provided in Sections 9617 and 9622 of the
Commerci al Code, a judgnment |ien on personal property continues
notwi t hstandi ng the sal e, exchange, or other disposition of the
property, unless the person receiving the property is one of the
fol | owi ng:

(a) A buyer in ordinary course of business (as defined in Section
1201 of the Commercial Code) who, under Section 9320 of the
Comerci al Code, would take free of a security interest created by
the seller.

(b) A lessee in ordinary course of business (as defined in
par agraph (15) of subdivision (a) of Section 10103 of the Comrercia
Code) who, under Section 9321 of the Comrercial Code, would take free
of a security interest created by the |essor

(c) A holder to whom a negoti abl e docunent of title has been duly
negotiated within the meaning of Section 7501 of the Commercial Code.

(d) A purchaser of chattel paper who, under Section 9330 of the
Comerci al Code, would have priority over another security interest
in the chattel paper

SEC. 20. Section 697.640 of the Code of Civil Procedure is anended
to read:

697.640. (a) The judgnent creditor, judgnent debtor, owner of
property subject to a judgnent |lien on personal property created
under the judgnment, or a person having a security interest in or a
lien on the property subject to the judgnment lien, may file in the
office of the Secretary of State an acknow edgnent of satisfaction of
judgment executed as provided in Section 724.060 or a court clerk's
certificate of satisfaction of judgnent issued pursuant to Section
724.100, together with a statenent containing the name of the
judgrment creditor, the nanme and address of the judgnent debtor, and
the file nunber of the notice of judgnent lien. Upon such filing,
the judgnent lien created under the judgnment that has been satisfied
is extinguished as a matter of record. The fee for filing the
acknow edgnent or certificate is the same as the fee for filing a
term nation statenment under Section 9404 of the Conmercial Code.

(b) The filing officer shall treat an acknow edgnent of
satisfaction of judgnent, or court clerk's certificate of
sati sfaction of judgnment, and statenent filed pursuant to this
section in the sane manner as a termination statenent filed pursuant
to Section 9525 of the Conmercial Code.

SEC. 21. Section 697.650 of the Code of Civil Procedure is anended
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to read:

697.650. (a) The judgnent creditor may by a witing do any of the
fol | owi ng:

(1) Release the judgnent lien on all the personal property subject
to the lien of a sole judgnment debtor or of all the judgnent
debt ors.

(2) If the notice of judgment lien names nore than one judgnent
debtor, release the judgment lien on all the personal property
subject to the lien of one or nore but of less than all the judgnent
debt ors.

(3) Release the judgnent lien on all or a part of the persona
property subject to the lien.

(4) Subordinate to a security interest or other lien or
encunbrance the judgnent lien on all or a part of the persona
property subject to the judgnent lien.

(b) A statenent of release or subordination is sufficient if it is
signed by the judgnent creditor and contains the name and address of
the judgnment debtor, the file number of the notice of judgment lien
and wordi ng appropriate to bring the statement within one of the

par agr aphs of subdivision (a). In the case of a rel ease under
paragraph (3) of subdivision (a), the statenent of release shall also
describe the property being released. |In the case of a

subor di nati on under paragraph (4) of subdivision (a), the statenent
of subordination shall also describe the property on which the
judgment lien is being subordi nated and describe the security
interest or other lien or encunbrance to which the judgnent lien is
bei ng subordi nat ed.

(c) The filing officer shall treat the filing of a statenment of
rel ease pursuant to paragraph (1) of subdivision (a) of this section
in the sane manner as a termnation statenent filed pursuant to
Sections 9513 and 9519 of the Commercial Code. The filing officer
shall treat the filing of a statenent of rel ease pursuant to
paragraph (2) of subdivision (a) of this section in the sane manner
as a conparabl e amendnent filed pursuant to Sections 9512 and 9519 of
the Conmercial Code. The filing officer shall treat the filing of a
statement of release pursuant to paragraph (3) of subdivision (a) of
this section and the filing of a statement of subordination filed
pursuant to paragraph (4) of subdivision (a) of this section in the
same nmanner as a statenent of release filed pursuant to Sections 9512
and 9519 of the Commercial Code.

(d) The fee for filing the statement is the sane as that provided
in Section 9525 of the Commercial Code.

SEC. 21.5. Section 697.660 of the Code of Civil Procedure is
anended to read:
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697.660. (a) If a notice of judgment |ien on personal property
filed in the office of the Secretary of State appears to create a
judgrment lien on personal property of a person who is not the
j udgment debtor because the name of the property owner is the sane as
or simlar to that of the judgnent debtor, the erroneously
identified property owner or a person having a security interest in
or alien on the property nay deliver to the judgnent creditor a
witten demand that the judgnent creditor file in the office of the
Secretary of State a statenent releasing the lien as to the property
of such owner. The denand shall be acconpani ed by proof to the
satisfaction of the judgnent creditor that the property owner is not
t he judgnment debtor and that the property is not subject to
enforcenent of the judgnment agai nst the judgnment debtor.

(b) Wthin 15 days after receipt of the demand and proof
satisfactory to the judgnent creditor that the property owner is not
the judgnent debtor and that the property is not subject to
enforcenent of the judgnent, the judgnment creditor shall file in the
of fice of the Secretary of State a statement releasing the lien on
the property of such owner. |If the judgnment creditor inproperly
fails to file the statement of release within the tinme allowed, the
judgment creditor is liable to the person who nmade the denand for al
damages sustai ned by reason of such failure and shall also forfeit
one hundred dollars ($100) to such person

(c) If the judgnent creditor does not file a statement of rel ease
pursuant to subdivision (b), the person who nmade the demand may apply
to the court on noticed notion for an order rel easing the judgment
lien on the property of such owner. Notice of notion shall be served
on the judgnent creditor. Service shall be made personally or by
mai | . Upon presentation of evidence to the satisfaction of the court
that the property owner is not the judgnent debtor and that the
property is not subject to enforcenment of the judgnent, the court
shall order the judgment creditor to prepare and file the statenent
of release or shall itself order the release of the judgnment |ien on
the property of such owner. The court order may be filed in the
office of the Secretary of State with the sane effect as the
statenent of rel ease demanded under subdi vision (a).

(d) The court shall award reasonable attorney's fees to the
prevailing party in any action or proceedi ng naintained pursuant to
this section.

(e) The damages provided by this section are not in derogation of
any ot her danages or penalties to which an aggrieved person nmay be
entitled by |aw

(f) The fee for filing a statenment of release or court order under
this section is the sanme as that provided in Section 9525 of the
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Conmrer ci al Code.
SEC. 22. Section 697.730 of the Code of Civil Procedure is anended
to read:

697.730. (a) Subject to Section 701.630 and except as provided in
subdivision (b), if tangible personal property subject to an
execution lien is in the custody of a levying officer and is
transferred or encunbered, the property remains subject to the lien
after the transfer or encunbrance.

(b) If a levy upon tangible personal property of a going business
is made by the levying officer placing a keeper in charge of the
busi ness, a purchaser or | essee of property subject to the execution
lien takes the property free of the execution lien if the purchaser
or lessee is one of the follow ng:

(1) A buyer in ordinary course of business (as defined in Section
1201 of the Commercial Code) who, under Section 9320 of the
Comerci al Code, would take free of a security interest created by
his or her seller.

(2) A lessee in ordinary course of business (as defined in
par agraph (15) of subdivision (a) of Section 10103 of the Comrercia
Code) who, under Section 9321 of the Comrercial Code, would take free
of a security interest created by the |essor

SEC. 23. Section 697.740 of the Code of Civil Procedure is anended
to read:

697.740. Except as provided in Sections 9617 and 9622 of the
Commercial Code and in Section 701.630, if personal property subject
to an execution lien is not in the custody of a |evying officer and
the property is transferred or encunbered, the property remains
subject to the lien after the transfer or encumbrance except where
the transfer or encunmbrance is nade to one of the follow ng persons:

(a) A person who acquires an interest in the property under the
law of this state for reasonably equival ent val ue w thout know edge
of the Iien. For purposes of this subdivision, value is given for a
transfer or encunbrance if, in exchange for the transfer or
encunbrance, property is transferred or an antecedent debt is secured
or satisfied.

(b) A buyer in ordinary course of business (as defined in Section
1201 of the Commercial Code) who, under Section 9320 of the
Comerci al Code, would take free of a security interest created by
the seller or encunbrancer.

(c) A lessee in ordinary course of business (as defined in
paragraph (15) of subdivision (a) of Section 10103 of the Conmercia
Code) or a licensee in the ordinary course of business (as defined in
subdi vision (a) of Section 9321 of the Conmercial Code) who, under
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Section 9321 of the Conmercial Code, would take free of a security
interest created by the | essor or the licensor

(d) A holder in due course (as defined in Section 3302 of the
Conmrer ci al Code) of a negotiable instrument within the nmeaning of
Section 3104 of the Conmercial Code.

(e) A holder to whom a negoti abl e docunment of title has been duly
negotiated within the meaning of Section 7501 of the Commercial Code.

(f) A protected purchaser (as defined in Section 8303 of the
Comercial Code) of a security or a person entitled to the benefits
of Section 8502 or 8510 of the Conmercial Code.

(g) A purchaser of chattel paper who gives new val ue and takes
possession of the chattel paper in good faith and in the ordinary
course of the purchaser's business or a purchaser of an instrunent
who gives val ue and takes possession of the instrument in good faith.

(h) A holder of a purchase noney security interest (as defined in
Section 9103 of the Conmercial Code).

(i) A collecting bank holding a security interest in itenms being
col | ected, acconpanyi ng docunents and proceeds, pursuant to Section
4210 of the Conmercial Code.

(j) A person who acquires any right or interest in letters of
credit, advices of credit, or noney.

(k) A person who acquires any right or interest in property
subject to a certificate of title statute of another jurisdiction
under the |law of which indication of a security interest on the
certificate of title is required as a condition of perfection of the
security interest.

SEC. 23.1. Section 697.750 of the Code of Civil Procedure is
anended to read:

697.750. Notwi t hstanding Section 697. 740, except as provided in
Section 9617 of the Commercial Code and in Section 701.630, if (1)
growi ng crops, (2) tinmber to be cut, or (3) mnerals or the |like
(including oil or gas) to be extracted or accounts receivable
resulting fromthe sale thereof at well head or nminehead are subject
to an execution lien and are transferred or encunbered, the property
remai ns subject to the execution lien after the transfer or
encunbr ance.

SEC. 23.2. Section 697.920 of the Code of Civil Procedure is
anended to read:

697.920. Except as provided in Section 9617 of the Commrercia
Code and in Section 701.630, a lien described in Section 697.910
continues on property subject to the lien, notw thstanding the
transfer or encunbrance of the property subject to the lien, unless
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the transfer or encunbrance is nade to a person |listed in Section
697. 740.

SEC. 24. Section 701.040 of the Code of Civil Procedure, as
anended by Section 17 of Chapter 932 of the Statutes of 1998, is
anended to read:

701.040. (a) Except as otherw se ordered by the court upon a
determination that the judgnent creditor's lien has priority over the
security interest, if property levied upon is subject to a security
interest that attached prior to |levy, the property or obligation is
subj ect to enforcenent of the security interest without regard to the
I evy unless the property is in the custody of the levying officer
but, if the execution lien has priority over the security interest,
the secured party is liable to the judgment creditor for any proceeds
received by the secured party fromthe property to the extent of the
execution lien.

(b) After the security interest is satisfied, the secured party
shal | deliver any excess property, and pay any excess paynents or
proceeds of property, remaining in the possession of the secured
party to the levying officer for the purposes of the |evy, as
provided in Section 9615 of the Conmercial Code, unless otherw se
ordered by the court or directed by the | evying officer

(c) This section shall be repealed on January 1, 2002

SEC. 24.5. Section 701.040 of the Code of Civil Procedure, as
added by Section 1.5 of Chapter 1125 of the Statutes of 1990, is
anended to read:

701.040. (a) Except as otherw se ordered by the court upon a
determination that the judgnent creditor's lien has priority over the
security interest, if property levied upon is subject to a security
interest that attached prior to |l evy, the property or obligation is
subject to enforcenent of the security interest without regard to the
| evy unless the property is in the custody of the levying officer
but, if the execution lien has priority over the security interest,
the secured party is liable to the judgment creditor for any proceeds
recei ved by the secured party fromthe property to the extent of the
execution lien.

(b) After the security interest is satisfied, the secured party
shal | deliver any excess property, and pay any excess paynents or
proceeds of property, remaining in the possession of the secured
party to the levying officer for the purposes of the |evy, as
provided in Section 9615 of the Conmercial Code, unless otherw se
ordered by the court or directed by the |levying officer

SEC. 25. Section 730.5 of the Code of Civil Procedure is anended
to read:

730.5. Except as otherw se provided by Section 9604 of the
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Comer ci al Code, none of the provisions of this chapter or of Section
580a, 580b, 580c, or 580d applies to any security interest in
personal property or fixtures governed by the Commrercial Code.

SEC. 25.5. Section 2103 of the Code of Civil Procedure is anmended
to read:

2103. (a) If a notice of federal lien, a refiling of a notice of
federal lien, or a notice of revocation of any certificate described
in subdivision (b) is presented to a filing officer who is:

(1) The Secretary of State,
he or she shall cause the notice to be marked, held, and indexed in
accordance with the provisions of Sections 9515, 9516, and 9522 of
the Conmercial Code as if the notice were a financing statenent
wi thin the neani ng of that code; or

(2) A county recorder, he or she shall accept for filing, file for
record in the manner set forth in Section 27320 of the Governnent
Code, and index the docunent by the name of the person agai nst whose
interest the lien applies in the general index.

(b) If a certificate of release, nonattachment, discharge, or
subordination of any lien is presented to the Secretary of State for
filing he or she shall:

(1) Cause a certificate of release or nonattachnent to be marked,
hel d, and indexed as if the certificate were a term nation statenent
wi thin the nmeani ng of the Commercial Code, but the notice of lien to
which the certificate relates may not be renoved fromthe files; and

(2) Cause a certificate of discharge or subordination to be
mar ked, held, and indexed as if the certificate were a rel ease of
collateral within the neaning of the Conmercial Code

(c) If arefiled notice of federal lien referred to in subdivision
(a) or any of the certificates or notices referred to in subdivision
(b) is presented for filing to a county recorder, he or she shal
accept for filing, file for record in the manner set forth in Section
27320 of the CGovernnment Code, and index the docunent by the nanme of
t he person agai nst whose interest the lien applies in the genera
i ndex.

(d) Upon request of any person, the filing officer shall issue his
or her certificate showi ng whether there is on file, on the date and
hour stated therein, any notice of lien or certificate or notice
affecting any lien filed after January 1, 1968, under this title or
former Chapter 14 (comrencing with Section 7200) of Division 7 of
Title 1 of the Governnment Code, naming a particular person, and if a
notice or certificate is on file, giving the date and hour of filing
of each notice or certificate. Upon request, the filing officer
shall furnish a copy of any notice of federal lien, or notice or
certificate affecting a federal lien. |If the filing officer is a
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county recorder, the fee for a certificate for each nane searched
shall be set by the filing officer in an anpbunt that covers actua
costs, but that, in no event, exceeds fifteen dollars ($15), and the
fee for copies shall be in accordance with Section 27366 of the
Government Code. |If the filing officer is the Secretary of State,
the certificate shall be issued as part of a conbined certificate
pursuant to Section 9528 of the Comrercial Code, and the fee for the
certificate and copies shall be in accordance with that section

SEC. 26. Section 1105 of the Commercial Code is anended to read:

1105. (1) Except as provided hereafter in this section, when a
transacti on bears a reasonable relation to this state and also to
anot her state or nation the parties may agree that the | aw either of
this state or of such other state or nation shall govern their rights
and duties. Failing such agreenment this code applies to
transactions bearing an appropriate relation to this state.

(2) Where one of the follow ng provisions of this code specifies
the applicable |law, that provision governs and a contrary agreenent
is effective only to the extent pernmitted by the |law (including the
conflict of laws rules) so specified:

Ri ghts of creditors against sold goods. Section 2402

Applicability of the division on | eases. Sections 10105 and
10106.

Applicability of the division on bank deposits and coll ections.
Section 4102.

Letters of credit. Section 5116.

Bul k sal es subject to the division on bulk sales. Section 6103.

Applicability of the division on investment securities. Section
8110.

Law governing perfection, the effect of perfection or
nonperfection, and the priority of security interests and
agricultural liens. Sections 9301 to 9307, inclusive.

SEC. 26.5. Section 1201 of the Commercial Code is anmended to read:

1201. The followi ng definitions apply for purposes of this code,
subject to additional definitions contained in the subsequent
divisions of this code that apply to specific divisions or chapters
thereof, and unless the context otherw se requires:

(1) "Action," in the sense of a judicial proceeding, includes
recoupment, counterclaim setoff, suit in equity, and any other
proceedi ngs in which rights are determ ned.

(2) "Aggrieved party" nmeans a party entitled to resort to a
renedy.

(3) "Agreenent" means the bargain of the parties in fact as found
in their |anguage or by inplication from other circunstances,
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i ncl udi ng course of dealing, usage of trade, and course of
performance as provided in this code (Sections 1205, 2208, and
10207). \Whether an agreenent has | egal consequences is determ ned by
the provisions of this code, if applicable, and otherwi se by the | aw
of contracts (Section 1103). (Conpare "contract.")

(4) "Bank" neans any person engaged in the business of banking.

(5) "Bearer" neans the person in possession of an instrunent,
docunent of title, or certificated security payable to bearer or
i ndorsed in bl ank.

(6) "Bill of |ading" neans a docunent evidencing the receipt of
goods for shipnent issued by a person engaged in the business of
transporting or forwardi ng goods, and that, by its terms, evidences
the intention of the issuer that the person entitled under the
docunent (Section 7403(4)) has the right to receive, hold, and
di spose of the docunment and the goods it covers. Designation of a

docunent by the issuer as a "bill of |ading"” is conclusive evidence
of that intention. "Bill of lading" includes an airbill. "Airbill"
means a docunent serving for air transportation as a bill of |ading

does for marine or rail transportation, and includes an air
consi gnnent note or air waybill

(7) "Branch" includes a separately incorporated foreign branch of
a bank.

(8) "Burden of establishing" a fact neans the burden of persuading
the triers of fact that the existence of the fact is nore probable
than its nonexi stence.

(9) "Buyer in ordinary course of business" neans a person that
buys goods in good faith, w thout know edge that the sale violates
the rights of another person in the goods, and in the ordinary course
froma person, other than a pawnbroker, in the business of selling
goods of that kind. A person buys goods in the ordinary course if
the sale to the person conmports with the usual or custonmary practices
in the kind of business in which the seller is engaged or with the
seller's own usual or custonary practices. A person that sells oil
gas, or other mnerals at the wellhead or mnehead is a person in the
busi ness of selling goods of that kind. A buyer in the ordinary
course of business may buy for cash, by exchange of other property,
or on secured or unsecured credit, and may acquire goods or docunents
of title under a preexisting contract for sale. Only a buyer that
t akes possession of the goods or has a right to recover the goods
fromthe seller under Article 2 (conmencing with Section 2101) may be
a buyer in ordinary course of business. A person that acquires
goods in a transfer in bulk or as security for or in total or partia
sati sfaction of a noney debt is not a buyer in ordinary course of
busi ness.
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(10) "Conspicuous.” A termor clause is conspicuous when it is so
witten that a reasonable person against whomit is to operate ought
to have noticed it. A printed heading in capitals (as:

NONNEGOTI ABLE BI LL OF LADING is conspicuous. Language in the body
of a formis "conspicuous"” if it is in larger or other contrasting

type or color, except that in a telegramany stated termis

"conspi cuous. " Whether a termor clause is "conspicuous" or not is

for decision by the court.

(11) "Contract"” nmeans the total |egal obligation that results from
the parties' agreenent as affected by this code and any ot her
applicable rules of law. (Conpare "agreenent.")

(12) "Creditor" includes a general creditor, a secured creditor, a
lien creditor, and any representative of creditors, including an
assignee for the benefit of creditors, a trustee in bankruptcy, a
receiver in equity, and an executor or adm nistrator of an insolvent
debtor's or assignor's estate.

(13) "Defendant" includes a person in the position of defendant in
a cross-action or counterclaim

(14) "Delivery,"”™ with respect to instrunments, docunments of title,
chattel paper, or certificated securities, nmeans the voluntary
transfer of possession

(15) "Docunent of title" includes a bill of |ading, dock warrant,
dock receipt, warehouse receipt, gin ticket, or conpress receipt, and
any ot her docunent that, in the regular course of business or
financing, is treated as adequately evidencing that the person
entitled under the docunent (Section 7403(4)) has the right to
recei ve, hold, and dispose of the docunent and the goods it covers.
To be a document of title, a docunment shall purport to be issued by a
bai | ee and purport to cover goods in the bailee' s possession that
either are identified as or are fungible portions of an identified
nass.

(16) "Fault" nmeans wongful act, om ssion, or breach

(17) "Fungible," with respect to goods or securities, neans goods
or securities of which any unit is, by nature or usage of trade, the
equi val ent of any other like unit. Goods that are not fungible shal
be deened fungible for the purposes of this code to the extent that,
under a particul ar agreenent or docunent, unlike units are treated
as equi val ent s.

(18) "Cenuine" neans free of forgery or counterfeiting.

(19) "CGood faith" means honesty in fact in the conduct or
transacti on concer ned.

(20) "Holder," with respect to a negotiable instrument, neans the
person in possession if the instrument is payable to bearer or, in
the case of an instrunent payable to an identified person, if the
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identified person is in possession. "Holder,” with respect to a
docunent of title, means the person in possession if the goods are
deliverable to bearer or to the order of the person in possession

(21) To "honor" is to pay or to accept and pay or, where a credit
so engages, to purchase or discount a draft conplying with the terns
of the credit.

(22) "lInsol vency proceedings" includes any assignment for the
benefit of creditors or other proceedings intended to |iquidate or
rehabilitate the estate of the person invol ved.

(23) A person is "insolvent"” who either has ceased to pay his or
her debts in the ordinary course of business, cannot pay his or her
debts as they becone due, or is insolvent w thin the neaning of the
federal bankruptcy |aw

(24) "Money" neans a nedi um of exchange authorized or adopted by a
donestic or foreign governnent and includes a nonetary unit of
account established by an intergovernnental organization or by
agreenent between two or nore nations.

(25) A person has "notice" of a fact when any of the follow ng
occurs:

(a) He or she has actual know edge of it.

(b) He or she has received a notice or notification of it.

(c) Fromall the facts and circunstances known to himor her at
the tine in question, he or she has reason to know that it exists. A
person "knows" or has "know edge" of a fact when he or she has
actual know edge of it. "Discover" or "learn," or a word or phrase
of simlar inport, refers to know edge rather than to reason to know.

The tinme and circunstances under which a notice or notification may
cease to be effective are not determned by this code.

(26) A person "notifies"™ or "gives" a notice or notification to
anot her by taking those steps that nmay be reasonably required to
informthe other in ordinary course whether or not the other actually
cones to know of it. A person "receives" a notice or notification
when any of the follow ng occurs:

(a) It cones to his or her attention

(b) It is duly delivered at the place of business through which
the contract was nmade or at any other place held out by himor her as
the place for receipt of these communications.

(27) Notice, know edge, or a notice or notification received by an
organi zation is effective for a particular transaction fromthe tine
it is brought to the attention of the individual conducting that
transaction and, in any event, fromthe tine it would have been
brought to his or her attention if the organization had exercised due
diligence. An organization exercises due diligence if it maintains
reasonabl e routines for comrunicating significant infornmation to the
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person conducting the transaction and there is reasonable conpliance
with the routines. Due diligence does not require an individua
acting for the organization to conmunicate information unless the
conmuni cation is part of his or her regular duties, or unless he or
she has reason to know of the transaction and that the transaction
woul d be materially affected by the information

(28) "Organi zation" includes a corporation, governnment or
gover nent al subdi vi si on or agency, business trust, estate, trust,
partnership or association, two or nore persons having a joint or
comon interest, or any other legal or conmercial entity.

(29) "Party," as distinct from"third party,” means a person who
has engaged in a transaction or nmade an agreenent within this
di vi si on.

(30) "Person" includes an individual or an organization. (See
Section 1102.)

(31) "Purchase" includes taking by sale, discount, negotiation
nortgage, pledge, lien, security interest, issue or reissue, gift, or
any other voluntary transaction creating an interest in property.

(32) "Purchaser" neans a person who takes by purchase.

(33) "Remedy" neans any renedial right to which an aggrieved party
is entitled with or without resort to a tribunal

(34) "Representative" includes an agent, an officer of a
corporation or association, a trustee, executor, or admnistrator of
an estate, or any other person enpowered to act for another

(35) "Rights" includes renedies.

(36) (a) "Security interest” means an interest in persona
property or fixtures that secures payment or performance of an
obligation. The termalso includes any interest of a cosignor and a
buyer of accounts, chattel paper, a paynent intangible, or a
prom ssory note in a transaction that is subject to Division 9
(comrencing with Section 9101). The special property interest of a
buyer of goods on identification of those goods to a contract for
sal e under Section 2401 is not a "security interest,” but a buyer may
al so acquire a "security interest” by conplying with Division 9
(comrencing with Section 9101). Except as otherwi se provided in
Section 2505, the right of a seller or lessor of goods under Article
2 (comrencing with Section 2101) or Article 10 (comencing wth
Section 10101) to retain or acquire possession of the goods is not a
"security interest,"” but a seller or |lessor may al so acquire a
"security interest” by conplying with Article 9 (commencing with
Section 9101). The retention or reservation of title by a seller of
goods notwi t hstandi ng shi pnent or delivery to the buyer (Section
2401) is linmted in effect to a reservation of a "security interest."
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(b) Whether a transaction creates a | ease or security interest is
determ ned by the facts of each case. However, a transaction creates
a security interest if the consideration the |lessee is to pay the
| essor for the right to possession and use of the goods is an
obligation for the termof the |l ease not subject to term nation by
the | essee, and any of the follow ng conditions applies:

(i) The original termof the lease is equal to or greater than the
remai ni ng econonic life of the goods.

(ii) The lessee is bound to renew the | ease for the remaining
econonmic life of the goods or is bound to becone the owner of the
goods.

(iii) The lessee has an option to renew the | ease for the
remai ni ng econonic |life of the goods for no additional consideration
or nom nal additional consideration upon conpliance with the |ease
agreenent .

(iv) The | essee has an option to beconme the owner of the goods for
no addi tional consideration or nomi nal additional consideration upon
conpliance with the | ease agreenent.

(c) A transaction does not create a security interest nerely
because it provides one or nore of the follow ng:

(i) That the present value of the consideration the | essee is
obligated to pay the lessor for the right to possessi on and use of
the goods is substantially equal to or greater than the fair narket
val ue of the goods at the tinme the |lease is entered into.

(ii) That the |l essee assunes risk of |loss of the goods, or agrees
to pay taxes, insurance, filing, recording, or registration fees, or
service or mai ntenance costs with respect to the goods.

(iii) That the | essee has an option to renew the | ease or to
beconme the owner of the goods.

(iv) That the |l essee has an option to renew the |ease for a fixed
rent that is equal to or greater than the reasonably predictable fair
mar ket rent for the use of the goods for the termof the renewal at
the tinme the option is to be perforned.

(v) That the | essee has an option to becone the owner of the goods
for a fixed price that is equal to or greater than the reasonably
predictable fair market value of the goods at the tinme the option is
to be perforned.

(vi) In the case of a notor vehicle, as defined in Section 415 of
the Vehicle Code, or a trailer, as defined in Section 630 of that
code, that is not to be used primarily for personal, famly, or
househol d purposes, that the amount of rental paynents nay be
i ncreased or decreased by reference to the anount realized by the
| essor upon sale or disposition of the vehicle or trailer. Nothing
in this subparagraph affects the application or adm nistration of the
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Sal es and Use Tax Law (Part 1 (comrencing with Section 6001),
Di vision 2, Revenue and Taxation Code).

(d) For purposes of this subdivision (36), all of the follow ng
apply:

(i) Additional consideration is not nomnal if (A) when the option
to renew the lease is granted to the | essee, the rent is stated to
be the fair market rent for the use of the goods for the termof the
renewal determined at the tine the option is to be perfornmed, or (B)
when the option to becone the owner of the goods is granted to the
| essee, the price is stated to be the fair market val ue of the goods
deternmned at the tine the option is to be perfornmed. Additiona
consideration is nominal if it is less than the | essee's reasonably
predi ctabl e cost of perforning under the | ease agreenment if the
option is not exercised.

(ii) "Reasonably predictable” and "remaining economc life of the
goods" are to be deternined with reference to the facts and
circunstances at the tine the transaction is entered into.

(iii) "Present value" nmeans the ampunt as of a date certain of one
or nore sunms payable in the future, discounted to the date certain.
The discount is determined by the interest rate specified by the
parties if the rate is not manifestly unreasonable at the tine the
transaction is entered into; otherw se, the discount is determ ned by
a conmercially reasonable rate that takes into account the facts and
ci rcunmst ances of each case at the tine the transaction was entered
i nto.

(37) "Send," in connection with any witing or notice, neans to
deposit in the mail or deliver for transmi ssion by any other usua
nmeans of conmmunication with postage or cost of transm ssion provided
for and properly addressed and, in the case of an instrunent, to an
address specified thereon or otherwi se agreed or, if there be none,
to any address reasonabl e under the circunstances. The receipt of
any witing or notice within the tine in which it wuld have arrived
if properly sent has the effect of a proper sending. Wen a witing
or notice is required to be sent by registered or certified mail,
proof of mailing is sufficient, and proof of receipt by the addressee
is not required unless the words "with return receipt requested" are
al so used

(38) "Signed" includes any synmbol executed or adopted by a party
with present intention to authenticate a witing.

(39) "Surety" includes guarantor

(40) "Tel egram includes a nessage transmitted by radio, teletype,
cabl e, any mechani cal nethod of transmission, or the like.

(41) "Ternm neans that portion of an agreement that relates to a
particular natter.
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(42) "Unaut horized" signature neans one nmade wi thout actual
i mplied, or apparent authority, and includes a forgery.

(43) "Value." Except as otherw se provided with respect to
negoti abl e i nstruments and bank col | ections (Sections 3303, 4210, and
4211), a person gives "value" for rights if he or she acquires them
in any of the follow ng ways:

(a) Inreturn for a binding coomitnent to extend credit or for the
extension of immediately available credit whether or not drawn upon
and whet her or not a chargeback is provided for in the event of
difficulties in collection

(b) As security for, or in total or partial satisfaction of, a
preexisting claim

(c) By accepting delivery pursuant to a preexisting contract for
pur chase.

(d) Generally, in return for any consideration sufficient to
support a sinple contract.

(44) "Warehouse receipt" means a docunment evidencing the receipt
of goods for storage issued by a warehouseman (Section 7102), and
that, by its terns, evidences the intention of the issuer that the
person entitled under the docunent (Section 7403(4)) has the right to
receive, hold, and dispose of the docunent and the goods it covers.
Desi gnation of a docunent by the issuer as a "warehouse receipt" is
concl usi ve evi dence of that intention

(45) "Witten" or "writing” includes printing, typewiting, or any
other intentional reduction to tangible form

SEC. 27. Section 1206 of the Commercial Code is anended to read:

1206. (1) Except in the cases described in subdivision (2) of
this section a contract for the sale of personal property is not
enforceabl e by way of action or defense beyond five thousand doll ars
($5,000) in amount or value of remedy unless there is sonme witing
whi ch indicates that a contract for sale has been nmade between the
parties at a defined or stated price, reasonably identifies the
subject matter, and is signed by the party agai nst whom enf orcenent
is sought or by his or her authorized agent.

(2) Subdivision (1) of this section does not apply to contracts
for the sale of goods (Section 2201) nor of securities (Section 8113)
nor to security agreenments (Sections 9201 and 9203).

(3) Subdivision (1) of this section does not apply to a qualified
financial contract as that termis defined in paragraph (2) of
subdi vision (b) of Section 1624 of the GCvil Code if either (a) there
is, as provided in paragraph (3) of subdivision (b) of Section 1624
of the Civil Code, sufficient evidence to indicate that a contract
has been made or (b) the parties thereto, by nmeans of a prior or
subsequent written contract, have agreed to be bound by the terns of
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the qualified financial contract fromthe tine they reach agreenent
(by tel ephone, by exchange of electronic nessages, or otherw se) on
t hose terns.
SEC. 28. Section 2103 of the Commercial Code is amended to read:
2103. (1) In this division unless the context otherw se requires:

(a) "Buyer" nmeans a person who buys or contracts to buy goods.

(b) "Good faith" in the case of a nerchant means honesty in fact
and the observance of reasonabl e comerci al standards of fair dealing
in the trade.

(c) "Receipt" of goods neans taking physical possession of them

(d) "Seller" neans a person who sells or contracts to sell goods.

(2) Oher definitions applying to this division or to specified
chapters thereof, and the sections in which they appear are:
"Acceptance." Section 2606.

"Banker's credit." Section 2325.

"Bet ween merchants." Section 2104.
"Cancel lation.” Section 2106(4).
"Commercial unit." Section 2105.
"Confirmed credit." Section 2325.
"Confornming to contract." Section 2106.

"Contract for sale." Section 2106.

"Cover." Section 2712.

"Entrusting." Section 24083.

"Fi nanci ng agency." Section 2104.

"Future goods." Section 2105.

"Goods." Section 2105.

"ldentification." Section 2501

"Install mrent contract." Section 2612.

"Letter of Credit." Section 2325.

"Lot." Section 2105.

"Merchant." Section 2104.

"Overseas." Section 2323.

"Person in position of seller."™ Section 2707

"Present sale." Section 2106.

"Sale." Section 2106.

"Sal e on approval ." Section 2326.

"Sale or return."” Section 2326.

"Term nation." Section 2106.

(3) The following definitions in other divisions apply to this
di vi si on:

"Check." Section 3104.

"Consi gnee." Section 7102.
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"Consignor." Section 7102.

"Consumer goods." Section 9102.

"Di shonor." Section 3502.

"Draft." Section 3104.

(4) In addition Division 1 contains general definitions and
princi pl es of construction and interpretation applicable throughout
this division.

SEC. 28.1. Section 2210 of the Commercial Code is anmended to read:

2210. (1) A party may performhis or her duty through a del egate
unl ess otherw se agreed or unless the other party has a substanti al
interest in having his or her original prom sor performor contro
the acts required by the contract. No del egation of performance
relieves the party delegating of any duty to performor any liability
for breach.

(2) Except as otherw se provided in Section 9406, unless otherw se
agreed, all rights of either seller or buyer can be assigned except
where the assignnent would materially change the duty of the other
party, or increase materially the burden or risk inposed on him or
her by his or her contract, or inpair nmaterially his or her chance of
obtai ning return performance. A right to damages for breach of the
whol e contract or a right arising out of the assignor's due
performance of his or her entire obligation can be assigned despite
agreenent ot herw se.

(3) The creation, attachnent, perfection, or enforcenent of a
security interest in the seller's interest under a contract is not a
transfer that nmaterially changes the duty of or increases materially
the burden or risk inmposed on the buyer or inpairs materially the
buyer's chance of obtaining return performance within the purvi ew of
subdi vision (2) unless, and then only to the extent that, enforcenent
actually results in a delegation of material performance of the
seller. Even in that event, the creation, attachment, perfection

and enforcement of the
security interest renmain effective, but (A the seller is liable to
the buyer for danages caused by the delegation to the extent that the
damages coul d not reasonably be prevented by the buyer, and (B) a
court having jurisdiction may grant other appropriate relief,
i ncl udi ng cancel l ation of the contract for sale or an injunction
agai nst enforcenment of the security interest or consummati on of the
enf or cenent .

(4) Unless the circunstances indicate the contrary a prohibition
of assignment of "the contract” is to be construed as barring only
the delegation to the assignee of the assignor's performance.

(5) An assignnent of "the contract” or of "all ny rights under the
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contract” or an assignnent in simlar general ternms is an assi gnnent
of rights and unless the | anguage or the circunstances (as in an
assignment for security) indicate the contrary, it is a del egation of
performance of the duties of the assignor and its acceptance by the
assignee constitutes a pronise by himor her to performthose duties.

This pronmise is enforceable by either the assignor or the other
party to the original contract.

(6) The other party may treat any assi gnment whi ch del egates

performance as creating reasonable grounds for insecurity and may
wi thout prejudice to his or her rights against the assignor demand
assurances fromthe assignee (Section 2609).

SEC. 28.2. Section 2326 of the Commercial Code is anmended to read:

2326. (1) Unless otherwi se agreed, if delivered goods may be
returned by the buyer even though they conformto the contract, the
transaction is

(a) A "sale on approval" if the goods are delivered primarily for
use, and

(b) A "sale or return" if the goods are delivered primarily for
resal e.

(2) Goods held on approval are not subject to the clainms of the
buyer's creditors until acceptance; goods held on sale or return are
subj ect to such clainms while in the buyer's possession

(3) Any "or return" termof a contract for sale is to be treated
as a separate contract for sale within the statute of frauds section
of this division (Section 2201) and as contradicting the sal e aspect
of the contract within the provisions of this division on parol or
extrinsic evidence (Section 2202).

(4) If a person delivers or consigns for sale goods which the
person used or bought for use for personal, famly, or household
pur poses, these goods do not becone the property of the deliveree or
consi gnee unl ess the deliveree or consignee purchases and fully pays
for the goods. Nothing in this subdivision shall prevent the
deliveree or consignee fromacting as the deliverer's agent to
transfer title to these goods to a buyer who pays the full purchase
price. Any paynent received by the deliveree or consignee froma
buyer of these goods, |ess any anmount which the deliverer expressly
agreed coul d be deducted fromthe paynment for conm ssions, fees, or
expenses, is the property of the deliverer and shall not be subject
to the clainms of the deliveree's or consignee's creditors.

SEC. 28.3. Section 2502 of the Commercial Code is anmended to read:

2502. (1) Subject to subdivisions (2) and (3) and even though the
goods have not been shi pped a buyer who has paid a part or all of

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 45 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

the price of goods in which he or she has a special property under
the provisions of the i mediately precedi ng section may on neki ng and
keepi ng good a tender of any unpaid portion of their price recover
themfromthe seller if either

(a) I'n the case of goods bought for personal, famly, or household
pur poses, the seller repudiates or fails to deliver as required by
the contract.

(b) I'n all cases, the seller becones insolvent within 10 days
after receipt of the first installnment on their price.

(2) The buyer's right to recover the goods under paragraph (a) of
subdi vision (1) vests upon acquisition of a special property, even if
the seller had not then repudiated or failed to deliver

(3) If the identification creating his or her special property has
been nade by the buyer he or she acquires the right to recover the
goods only if they conformto the contract for sale.

SEC. 28.4. Section 2716 of the Commercial Code is anended to read:

2716. (1) Specific performance may be decreed where the goods are
uni que or in other proper circunstances.

(2) The decree for specific performance may include such ternms and
conditions as to paynent of the price, danages, or other relief as
the court may deem j ust.

(3) The buyer has a right of replevin for goods identified to the
contract if after reasonable effort he or she is unable to effect
cover for such goods or the circunstances reasonably indicate that
such effort will be unavailing or if the goods have been shi pped
under reservation and satisfaction of the security interest in them
has been made or tendered. In the case of goods bought for personal
fam |y, or househol d purposes, the buyer's right of replevin vests
upon acquisition of a special property, even if the seller had not
then repudiated or failed to deliver

SEC. 29. Section 4210 of the Commercial Code is anended to read:

4210. (a) A collecting bank has a security interest in an item
and any acconpanyi ng docunents or the proceeds of either

(1) I'n case of an itemdeposited in an account to the extent to
which credit given for the item has been wi thdrawn or appli ed.

(2) In case of an itemfor which it has given credit available for
wi thdrawal as of right, to the extent of the credit given, whether
or not the credit is drawn upon or there is a right of chargeback

(3) If it makes an advance on or against the item

(b) If credit given for several itens received at one tinme or
pursuant to a single agreenment is withdrawn or applied in part, the
security interest remains upon all the items, any accompanying
docunents or the proceeds of either. For the purpose of this
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section, credits first given are first w thdrawn.

(c) Receipt by a collecting bank of a final settlement for an item
is arealization on its security interest in the item acconpanying
docunents, and proceeds. So long as the bank does not receive fina
settlement for the itemor give up possession of the item or
acconpanyi ng docunents for purposes other than collection, the
security interest continues to that extent and is subject to Division
9 (commencing with Section 9101), but all of the follow ng are
appl i cabl e:

(1) No security agreenent is necessary to make the security
i nterest enforceabl e (subparagraph (A) of paragraph (3) of
subdi vi sion (b) of Section 9203).

(2) No filing is required to perfect the security interest.

(3) The security interest has priority over conflicting perfected
security interests in the item acconpanying docunents, or proceeds.

SEC. 29.5. Section 5118 is added to the Commerci al Code, to read:

5118. (a) An issuer or non nated person has a security interest
in a docunent presented under a letter of credit to the extent that
the issuer or nom nated person honors or gives value for the
presentation.

(b) So long as and to the extent that an issuer or nom nated
person has not been reinbursed or has not otherw se recovered the
val ue given with respect to a security interest in a docunent under
subdi vision (a), the security interest continues and is subject to
Division 9 (comrencing with Section 9101), subject to all of the
fol | owi ng:

(1) A security agreenment is not necessary to nake the security
i nterest enforceabl e under paragraph (3) of subdivision (b) of
section 9203.

(2) If the docunent is presented in a nediumother than a witten
or other tangible medium the security interest is perfected.

(3) If the docunent is presented in a witten or other tangible
medium and is not a certificated security, chattel paper, a docunent
of title, an instrument, or a letter of credit, the security interest
is perfected and has priority over a conflicting security interest
in the docunment so long as the debtor does not have possession of the
docunent .

SEC. 30. Section 6102 of the Commercial Code is anended to read:

6102. (a) In this division, unless the context otherw se
requires:

(1) "Assets" neans the inventory and equi prent that is the subject
of a bulk sale and any tangi ble and i ntangi bl e personal property
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used or held for use primarily in, or arising from the seller's
busi ness and sold in connection with that inventory and equi prment,
but the termdoes not include any of the foll ow ng:

(i) Fixtures (paragraph (41) of subdivision (a) of Section 9102)
other than readily renovable factory and of fice machi nes.

(ii) The lessee's interest in a | ease of real property.

(iii) Property to the extent it is generally exenpt fromcreditor
process under nonbankruptcy | aw.

(2) "Auctioneer"” neans a person whomthe seller engages to direct,
conduct, control, or be responsible for a sale by auction

(3) "Bulk sale" nmeans either of the follow ng:

(i) In the case of a sale by auction or a sale or series of sales
conducted by a liquidator on the seller's behalf, a sale or series of
sales not in the ordinary course of the seller's business of nore
than half of the seller's inventory and equi pnent, as neasured by a
val ue on the date of the bul k-sal e agreenent.

(ii) I'n all other cases, a sale not in the ordinary course of the
seller's business of nore than half the seller's inventory and
equi pnent, as neasured by value on the date of the bul k-sale

agreenent .
(4) "daint nmeans a right to paynent fromthe seller, whether or
not the right is reduced to judgnment, |iquidated, fixed, natured,

di sputed, secured, legal, or equitable. The termincludes costs of
collection and attorney's fees only to the extent that the |aws of
this state pernmit the holder of the claimto recover themin an
action agai nst the obligor.

(5) "Claimant" neans a person holding a claimincurred in the
sel ler's business other than any of the follow ng:

(i) An unsecured and unmatured cl aimfor enpl oynent conpensati on
and benefits, including conm ssions and vacation, severance, and
si ck- | eave pay.

(ii) Aclaimfor injury to an individual or to property, or for
breach of warranty, unless all of the follow ng are satisfied:

(A Aright of action for the claimhas accrued.

(B) The cl ai m has been asserted agai nst the seller.

(C The seller knows the identity of the person asserting the
claimand the basis upon which the person has asserted it.

(iii) Aclaimfor taxes owing to a governmental unit, if both of
the follow ng are satisfied:

(A) A statute governing the enforcenent of the claimpermts or
requires notice of the bulk sale to be given to the governnmental unit
in a nmanner other than by conpliance with the requirements of this
di vi si on.

(B) Notice is given in accordance with the statute.
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(6) "Creditor"” neans a claimant or other person holding a claim

(7) (i) "Date of the bulk sale" nmeans either of the foll ow ng:

(A) If the sale is by auction or is conducted by a liquidator on
the seller's behalf, the date on which nore than 10 percent of the
net proceeds is paid to or for the benefit of the seller

(B) I'n all other cases, the later of the date on which either of
the foll owi ng occurs:

(1) More than 10 percent of the net contract price is paid to or
for the benefit of the seller

(I'l) More than 10 percent of the assets, as neasured by val ue, are
transferred to the buyer

(ii) For purposes of this subdivision the follow ng shall apply:

(A) Delivery of a negotiable instrunment (subdivision (1) of
Section 3104) to or for the benefit of the seller in exchange for
assets constitutes paynent of the contract price pro tanto.

(B) To the extent that the contract price is deposited in an
escrow, the contract price is paid to or for the benefit of the
sel l er when the seller acquires the unconditional right to receive
the deposit or when the deposit is delivered to the seller or for the
benefit of the seller, whichever is earlier.

(C An asset is transferred when a person hol ding an unsecured
claimcan no | onger obtain through judicial proceedings rights to the
asset that are superior to those of the buyer arising as a result of
the bul k sale. A person hol ding an unsecured claimcan obtain those
superior rights to a tangi ble asset at |east until the buyer has an
uncondi tional right, under the bul k-sal e agreenent, to possess the
asset, and a person hol ding an unsecured cl aimcan obtain those
superior rights to an intangible asset at |east until the buyer has
an unconditional right, under the bul k-sal e agreenent, to use the
asset.

(8) "Date of the bul k-sale agreenment" neans either of the
fol | owi ng:

(i) I'n the case of a sale by auction or conducted by a |iquidator
(subparagraph (i) of paragraph (3)), the date on which the seller
engages the auctioneer or I|iquidator

(ii) I'n all other cases, the date on which a bul k-sal e agreenent
becomes enforceabl e between the buyer and the seller

(9) "Debt" means liability on a claim

(10) "Liquidator" nmeans a person who is regularly engaged in the
busi ness of disposing of assets for businesses contenplating
[ i quidation or dissolution

(11) "Net contract price" means the new consideration the buyer is
obligated to pay for the assets |ess each of the foll ow ng:

(i) The anpbunt of any proceeds of the sale of an asset, to the
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extent the proceeds are applied in partial or total satisfaction of a
debt secured by the asset.

(ii) The amount of any debt to the extent it is secured by a
security interest or lien that is enforceabl e agai nst the asset
before and after it has been sold to a buyer. |If a debt is secured
by an asset and other property of the seller, the anount of the debt
secured by a security interest or lien that is enforceabl e agai nst
the asset is determined by nultiplying the debt by a fraction, the
nunerator of which is the value of the new consideration for the
asset on the date of the bulk sale and the denomi nator of which is
the value of all property securing the debt on the date of the bulk
sal e.

(12) "Net proceeds" neans the new consideration received for
assets sold at a sale by auction or a sale conducted by a |iquidator
on the seller's behalf |ess each of the follow ng:

(i) Comm ssions and reasonabl e expenses of the sale.

(ii) The amount of any proceeds of the sale of an asset, to the
extent the proceeds are applied in partial or total satisfaction of a
debt secured by the asset.

(iii) The anpunt of any debt to the extent it is secured by a
security interest or lien that is enforceabl e against the asset
before and after it has been sold to a buyer. |If a debt is secured
by an asset and other property of the seller, the anbunt of the debt
secured by a security interest or lien that is enforceabl e against
the asset is determned by nmultiplying the debt by a fraction, the
nunerator of which is the value of the new consideration for the
asset on the date of the bulk sale and the denom nator of which is
the value of all property securing the debt on the date of the bulk
sal e.

(13) Asale is "in the ordinary course of the seller's business"”
if the sale conports with usual or customary practices in the kind of
busi ness in which the seller is engaged or with the seller's own
usual or customary practices.

(14) "United States" includes its territories and possessi ons and
t he Conmonweal th of Puerto Rico.

(15) "Value" nmeans fair market val ue.

(16) "Verified" means signed and sworn to or affirned.

(b) The following definitions in other divisions apply to this

di vi si on:

(1) "Buyer." Paragraph (a) of subdivision (1) of Section 2103.

(2) "Equipnrent." Paragraph (33) of subdivision (a) of Section
9102.

(3) "lInventory." Paragraph (48) of subdivision (a) of Section
9102.
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(4) "Sale."” Subdivision (1) of Section 2106

(5) "Seller." Paragraph (d) of subdivision (1) of Section 2103.

(c) In addition, Division 1 (conmencing with Section 1101)
contai ns general definitions and principles of construction and
i nterpretation applicable throughout this division

SEC. 31. Section 6103 of the Commercial Code is anended to read:

6103. (a) Except as otherw se provided in subdivision (c), this
division applies to a bulk sale if both of the follow ng are
satisfied:

(1) The seller's principal business is the sale of inventory from
stock, including those who manufacture what they sell, or that of a
rest aurant owner.

(2) On the date of the bul k-sale agreenment the seller is |ocated
inthis state or, if the seller is located in a jurisdiction that is
not a part of the United States, the seller's mjor executive office
inthe United States is in this state.

(b) Aseller is deened to be located at its place of business. |If
a seller has nore than one place of business, the seller is deened
| ocated at its chief executive office.

(c) This division does not apply to any of the follow ng:

(1) Atransfer nade to secure paynent or perfornmance of an
obl i gation.

(2) Atransfer of collateral to a secured party pursuant to
Section 9609.

(3) A disposition of collateral pursuant to Section 9610.

(4) Retention of collateral pursuant to Section 9620.

(5) A sale of an asset encunbered by a security interest or lien
if (i) all the proceeds of the sale are applied in partial or total
satisfaction of the debt secured by the security interest or lien or
(ii) the security interest or lien is enforceabl e against the asset
after it has been sold to the buyer and the net contract price is
zero.

(6) A general assignnent for the benefit of creditors or to a
subsequent transfer by the assignee.

(7) A sale by an executor, admnistrator, receiver, trustee in
bankruptcy, debtor in possession, or any public officer under
judicial process.

(8) A sale made in the course of judicial or administrative
proceedi ngs for the dissolution or reorgani zati on of an organi zation

(9) A sale to a buyer whose principal place of business is in the
United States and who satisfies each of the follow ng:

(i) Not earlier than 21 days before the date of the bulk sale, (A
obtains fromthe seller a verified and dated list of claimnts of
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whom the seller has notice three days before the seller sends or
delivers the list to the buyer or (B) conducts a reasonable inquiry
to di scover the claimnts.

(ii) Assumes in full the debts owed to clainmants of whomthe buyer
has know edge on the date the buyer receives the list of clainmants
fromthe seller or on the date the buyer conpletes the reasonabl e
i nquiry, as the case may be.

(iii) I's not insolvent after the assunption

(iv) Records and publishes notice of the assunption not later than
30 days after the date of the bulk sale in the manner provided in
Section 6105.

(10) A sale to a buyer whose principal place of business is in the
United States and who satisfies each of the follow ng:

(i) Assumes in full the debts that were incurred in the seller's
busi ness before the date of the bul k sale.

(ii) I's not insolvent after the assunption

(iii) Records and publishes notice of the assunption not |ater
than 30 days after the date of the bulk sale in the nmanner provided
by Section 6105.

(11) A sale to a new organi zation that is organi zed to take over
and continue the business of the seller and that has its principa
pl ace of business in the United States if each of the follow ng
condi tions are satisfied:

(i) The buyer assunes in full the debts that were incurred in the
seller's business before the date of the bul k sale.

(ii) The seller receives nothing fromthe sale except an interest
in the new organi zation that is subordinate to the clains against the
organi zation arising fromthe assunption

(iii) The buyer records and publishes notice of the assunption not
later than 30 days after the date of the bulk sale in the manner
provided in Section 6105.

(12) A sale of assets having either of the follow ng:

(i) Avalue, net of liens and security interests, of less than ten
t housand dollars ($10,000). |If a debt is secured by assets and
other property of the seller, the net value of the assets is
determ ned by subtracting fromtheir value an anount equal to the
product of the debt nmultiplied by a fraction, the numerator of which
is the value of the assets on the date of the bulk sale and the
denom nator of which is the value of all property securing the debt
on the date of the bulk sale.

(ii) A value of nore than five million dollars ($5,000,000) on the
date of the bul k-sal e agreenent.

(13) A sale required by, and made pursuant to, statute.

(14) A transfer of personal property, if the personal property is
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| eased back to the transferor i Mmediately follow ng the transfer and
either there has been conpliance w th subdivision (h) of Section
3440.1 of the Civil Code or the transfer is exenpt under subdivision
(k) of Section 3440.1 of the Civil Code.

(15) A transfer which is subject to and conplies with Article 5
(comrenci ng with Section 24070) of Chapter 6 of Division 9 of the
Busi ness and Prof essions Code, if the transferee records and
publ i shes notice of the transfer at |east 12 business days before the
transfer is to be consummated in the nmanner provided in Section 6105
and the notice contains the information set forth in paragraphs (1)
to (4) inclusive, of subdivision (a) of Section 6105

(16) A transfer of goods in a warehouse where a warehouse recei pt
has been issued therefor by a warehousenan (Section 7102) and a copy
of the receipt is kept at the principal place of business of the
war ehouseman and at the warehouse in which the goods are stored.

(d) The notice under subparagraph (iv) of paragraph (9) of
subdi vision (c) shall state each of the foll ow ng:

(1) That a sale that may constitute a bul k sale has been or wll
be made.

(2) The date or prospective date of the bul k sale.

(3) The individual, partnership, or corporate names and the
addresses of the seller and buyer.

(4) The address to which inquiries about the sale may be nade, if
different fromthe seller's address.

(5) That the buyer has assumed or will assune in full the debts
owed to claimnts of whomthe buyer has know edge on the date the
buyer receives the list of clainants fromthe seller or conpletes a
reasonabl e inquiry to discover the claimnts.

(e) The notice under subparagraph (iii) of paragraph (10) of
subdi vision (c) and subparagraph (iii) of paragraph (11) of
subdi vision (c) shall state each of the foll ow ng:

(1) That a sale that may constitute a bul k sale has been or wll
be nade.

(2) The date or prospective date of the bul k sale.

(3) The individual, partnership, or corporate names and the
addresses of the seller and buyer.

(4) The address to which inquiries about the sale may be nade, if
different fromthe seller's address.

(5) That the buyer has assumed or will assune the debts that were
incurred in the seller's business before the date of the bul k sale.

(f) For purposes of paragraph (12) of subdivision (c), the value
of assets is presunmed to be equal to the price the buyer agrees to
pay for the assets. However, in a sale by auction or a sale
conducted by a liquidator on the seller's behalf, the value of assets
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is presunmed to be the ambunt the auctioneer or |iquidator reasonably
estimtes the assets will bring at auction or upon |iquidation
SEC. 32. Section 7503 of the Commercial Code is amended to read:
7503. (1) A docunent of title confers no right in goods against a
person who before issuance of the docunent had a |l egal interest or a
perfected security interest in them and who neither
(a) Delivered nor entrusted them nor any docunent of title
covering themto the bailor or his nominee with actual or apparent
authority to ship, store or sell or with power to obtain delivery
under this division (Section 7403) or with power of disposition under
this code (Sections 2403 and 9320) or other statute or rule of |aw,
nor
(b) Acqui esced in the procurenment by the bailor or his or her
nom nee of any docunent of title.
(2) Title to goods based upon a bill of lading issued to a freight
forwarder is subject to the rights of anyone to whoma bill issued
by the freight forwarder is duly negotiated; but delivery by the
carrier in accordance with Chapter 4 of this division pursuant to its
own bill of |ading discharges the carrier's obligation to deliver

SEC. 33. Section 8103 of the Commercial Code is anended to read:

8103. (a) A share or similar equity interest issued by a
corporation, business trust, joint stock conpany, or simlar entity
is a security.

(b) An "investnent conpany security” is a security. "lnvestnent
conmpany security” neans a share or simlar equity interest issued by
an entity that is registered as an investnent conpany under the
federal investnent conpany |laws, an interest in a unit investnent
trust that is so registered, or a face-anount certificate issued by a
face-anount certificate conmpany that is so registered. Investnment
conpany security does not include an insurance policy or endowrent
policy or annuity contract issued by an insurance conpany.

(c) An interest in a partnership or limted liability conpany is
not a security unless it is dealt in or traded on securities
exchanges or in securities markets, its terns expressly provide that
it is a security governed by this division, or it is an investnent
conpany security. However, an interest in a partnership or linted
liability conpany is a financial asset if it is held in a securities
account .

(d) Awiting that is a security certificate is governed by this
di vision and not by Division 3 (conmencing with Section 3101), even
though it also neets the requirenents of that division. However, a
negoti abl e i nstrument governed by Division 3 (comencing with Section
3101) is a financial asset if it is held in a securities account.
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(e) An option or simlar obligation issued by a clearing
corporation to its participants is not a security, but is a financial
asset.

(f) A comodity contract, as defined in paragraph (15) of
subdi vision (a) of Section 9102, is not a security or a financia
asset.

SEC. 33.1. Section 8106 of the Commercial Code is anmended to read:

8106. (a) A purchaser has "control" of a certificated security in
bearer formif the certificated security is delivered to the
pur chaser.

(b) A purchaser has "control" of a certificated security in
registered formif the certificated security is delivered to the
purchaser, and either of the follow ng applies:

(1) The certificate is
endorsed to the purchaser or in blank by an effective endorsenent.

(2) The certificate is registered in the nane of the purchaser
upon original issue or registration of transfer by the issuer

(c) A purchaser has "control" of an uncertificated security if
either of the foll ow ng applies:

(1) The uncertificated security is delivered to the purchaser; or

(2) The issuer has agreed that it will conply with instructions
originated by the purchaser w thout further consent by the registered
owner .

(d) A purchaser has "control" of a security entitlenent if any of
the following apply:

(1) The purchaser beconmes the entitlenment hol der

(2) The securities internediary has agreed that it will conply
with entitlenment orders originated by the purchaser w thout further
consent by the entitlenent hol der.

(3) Another person has control of the security entitlenent on
behal f of the purchaser or, having previously acquired control of the
security entitlenent, acknow edges that it has control on behal f of
t he purchaser.

(e) If an interest in a security entitlenment is granted by the
entitlenent holder to the entitlement holder's own securities
intermediary, the securities intermediary has control

(f) A purchaser who has satisfied the requirenents of subdivision
(c) or (d) has control, even if the registered owner in the case of
subdivision (c) or the entitlenent holder in the case of subdivision
(d) retains the right to make substitutions for the uncertificated
security or security entitlement, to originate instructions or
entitlenment orders to the issuer or securities internediary, or
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otherwise to deal with the uncertificated security or security
entitl enent.

(g) An issuer or a securities internediary nmay not enter into an
agreenment of the kind described in paragraph (2) of subdivision (c)
or paragraph (2) of subdivision (d) without the consent of the
regi stered owner or entitlenment holder, but an issuer or a securities
intermediary is not required to enter into such an agreement even
t hough the registered owner or entitlement holder so directs. An
i ssuer or securities internediary that has entered into such an
agreenent is not required to confirmthe existence of the agreenent
to anot her party unless requested to do so by the regi stered owner or
entitl enent hol der.

SEC. 33.2. Section 8110 of the Commercial Code is anmended to read:

8110. (a) The local law of the issuer's jurisdiction, as
specified in subdivision (d), governs the follow ng:

(1) The validity of a security.

(2) The rights and duties of the issuer with respect to
regi stration of transfer.

(3) The effectiveness of registration of transfer by the issuer

(4) Whether the issuer owes any duties to an adverse clainmant to a
security.

(5) Whether an adverse claimcan be asserted against a person to
whom transfer of a certificated or uncertificated security is
regi stered or a person who obtains control of an uncertificated
security.

(b) The local law of the securities intermediary's jurisdiction
as specified in subdivision (e), governs the follow ng:

(1) Acquisition of a security entitlement fromthe securities
i nternedi ary.

(2) The rights and duties of the securities internediary and
entitlenent hol der arising out of a security entitlenent.

(3) Whether the securities internmediary owes any duties to an
adverse claimant to a security entitlenent.

(4) Whether an adverse claimcan be asserted agai nst a person who
acquires a security entitlement fromthe securities internmediary or a
person who purchases a security entitlenent or interest therein from
an entitlement hol der.

(c) The local law of the jurisdiction in which a security
certificate is located at the tine of delivery governs whether an
adverse claimcan be asserted agai nst a person to whomthe security
certificate is delivered.

(d) "lssuer's jurisdiction" neans the jurisdiction under which the
i ssuer of the security is organized or, if permtted by the | aw of
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that jurisdiction, the |aw of another jurisdiction specified by the
i ssuer. An issuer organized under the law of this state may specify
the I aw of another jurisdiction as the |aw governing the matters
specified in paragraphs (2) to (5), inclusive, of subdivision (a).

(e) The following rules determne a "securities internediary's
jurisdiction" for purposes of this section

(1) If an agreenent between the securities internediary and its
entitlenent hol der governing the securities account expressly
provides that a particular jurisdiction is the security internediary
s jurisdiction for purposes of this code, that jurisdiction is the
securities internediary's jurisdiction

(2) If paragraph (1) does not apply and an agreement between the
securities intermediary and its entitlenment hol der governing the
securities account expressly provides that the agreenent is governed
by the law of a particular jurisdiction, that jurisdiction is the
securities internediary's jurisdiction

(3) If neither paragraph (1) nor paragraph (2) applies and an
agreenment between the securities internediary and its entitlenent
hol der governing the securities account expressly provides that the
securities account is nmintained at an office in a particular
jurisdiction, that jurisdiction is the securities internediary's
jurisdiction.

(4) I'f none of the precedi ng paragraphs applies, the securities
internediary's jurisdiction is the jurisdiction in which the office
identified in an account statenent as the office serving the
entitlenent holder's account is |ocated.

(5) I'f none of the precedi ng paragraphs applies, the securities
intermediary's jurisdiction is the jurisdiction in which the chi ef
executive office of the securities internmediary is |ocated.

(f) A securities internediary's jurisdiction is not determ ned by
the physical |ocation of certificates representing financial assets,
or by the jurisdiction in which is organi zed the issuer of the
financial asset with respect to which an entitlenent hol der has a
security entitlenent, or by the location of facilities for data
processi ng or other record keepi ng concerning the account.

SEC. 33.3. Section 8301 of the Commercial Code is anended to read:

8301. (a) Delivery of a certificated security to a purchaser
occurs when any of the follow ng occur

(1) The purchaser acquires possession of the security certificate.

(2) Another person, other than a securities intermediary, either
acqui res possession of the security certificate on behalf of the
pur chaser or, having previously acquired possession of the
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certificate, acknowl edges that it holds for the purchaser
(3) A securities intermediary acting on behalf of the purchaser
acqui res possession of the security certificate, only if the
certificate is in registered formand is (A) registered in the nane
of the purchaser, (B) payable to the order of the purchaser, or (O
specially endorsed to the purchaser by an effective endorsenment and
has not been endorsed to the securities intermediary or in blank
(b) Delivery of an uncertificated security to a purchaser occurs
when any of the follow ng occur:
(1) The issuer registers the purchaser as the registered owner
upon original issue or registration of transfer
(2) Another person, other than a securities intermediary, either
becones the registered owner of the uncertificated security on behal f
of the purchaser or, having previously becone the registered owner
acknow edges that it holds for the purchaser
SEC. 33.4. Section 8302 of the Commercial Code is anended to read:

8302. (a) Except as otherw se provided in subdivisions (b) and
(c), a purchaser of a certificated or uncertificated security
acquires all rights in the security that the transferor had or had
power to transfer.

(b) A purchaser of alimted interest acquires rights only to the
extent of the interest purchased.

(c) A purchaser of a certificated security who as a previous
hol der had notice of an adverse claimdoes not inprove its position
by taking froma protected purchaser.

SEC. 33.41. Section 8510 of the Conmercial Code is anended to
read:

8510. (a) In a case not covered by the priority rules in Division
9 (conmencing with Section 9101) or the rules stated in subdivision
(c), an action based on an adverse claimto a financial asset or
security entitlenment, whether framed in conversion, replevin,
constructive trust, equitable lien, or other theory, nmay not be
asserted agai nst a person who purchases a security entitlenent, or an
interest therein, froman entitlenment holder if the purchaser gives
val ue, does not have notice of the adverse claim and obtains
control

(b) I'f an adverse claimcould not have been asserted agai nst an
entitl enent hol der under Section 8502, the adverse clai mcannot be
asserted agai nst a person who purchases a security entitlenent, or an
interest therein, fromthe entitlenent hol der

(c) In a case not covered by the priority rules in Division 9
(comrencing with Section 9101), a purchaser for value of a security
entitlenment, or an interest therein, who obtains control has priority
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over a purchaser of a security entitlenment, or an interest therein,
who does not obtain control. Except as otherw se provided in
subdi vi sion (d), purchasers who have control rank according to
priority in time of any of the follow ng:

(1) The purchaser's becom ng the person for whomthe securities
account, in which the security entitlenment is carried, is maintained,
if the purchaser obtained control under paragraph (1) of subdivision
(d) of Section 8106.

(2) The securities internediary's agreenent to conply with the
purchaser's entitlenent orders with respect to security entitlenents
carried or to be carried in the securities account in which the
security entitlenent is carried, if the purchaser obtained contro
under paragraph (2) of subdivision (d) of Section 8106

(3) If the purchaser obtained control through another person under
par agraph (3) of subdivision (d) of Section 8106, the tinme on which
priority woul d be based under this subdivision if the other person
were the secured party.

(d) A securities internmediary as purchaser has priority over a
conflicting purchaser who has control unless otherw se agreed by the
securities internediary.

SEC. 33.5. Section 8603 of the Commercial Code is anended to read:

8603. (a) This division does not affect an action or proceeding
commenced before this division becones operati ve.

(b) If a security interest in a security is perfected at the date
thi s division becones operative, and the action by which the security
interest was perfected would suffice to perfect a security interest
under this division, no further action is required to continue
perfection. |If a security interest in a security is perfected at the
date this division takes effect but the action by which the security
i nterest was perfected would not suffice to perfect a security
i nterest under this division, the security interest renains perfected
for a period of four nonths after the operative date and continues
perfected thereafter if appropriate action to perfect under this
division is taken within that period. |If a security interest is
perfected at the date this division becones operative and the
security interest can be perfected by filing under Division 9
(comrencing with Section 9101), a financing statenent signed by the
secured party instead of the debtor may be filed within that period
to continue perfection or thereafter to perfect and that financing
statenent shall contain a statement that it is being filed pursuant
to this section.

SEC. 34. Division 9 (comencing with Section 9101) of the
Comerci al Code is repeal ed.
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SEC. 35. Division 9 (conmencing with Section 9101) is added to the
Conmrer ci al Code, to read

DIVISION 9. SECURED TRANSACTI ONS
CHAPTER 1. GENERAL PROVI SI ONS

9101. This division may be cited as the Uniform Conmercia
Code- Secured Transacti ons.

9102. (a) In this division:

(1) "Accession" nmeans goods that are physically united with other
goods in such a manner that the identity of the original goods is not
| ost.

(2) "Account," except as used in "account for," means a right to
paynment of a nonetary obligation, whether or not earned by
performance, (i) for property that has been or is to be sold, |eased,
i censed, assigned, or otherw se disposed of, (ii) for services
rendered or to be rendered, (iii) for a policy of insurance issued or
to be issued, (iv) for a secondary obligation incurred or to be
incurred, (v) for energy provided or to be provided, (vi) for the use
or hire of a vessel under a charter or other contract, (vii) arising
out of the use of a credit or charge card or information contained
on or for use with the card, or (viii) as winnings in a lottery or
ot her gane of chance operated or sponsored by a state, governnental
unit of a state, or person licensed or authorized to operate the gane
by a state or governnmental unit of a state. The termincludes
heal th care insurance receivables. The term does not include (i)
rights to paynent evidenced by chattel paper or an instrunment, (ii)
comrercial tort clains, (iii) deposit accounts, (iv) investnent
property, (v) letter-of-credit rights or letters of credit, or (vi)
rights to paynent for noney or funds advanced or sold, other than
rights arising out of the use of a credit or charge card or
i nformati on contained on or for use with the card.

(3) "Account debtor" means a person obligated on an account,
chattel paper, or general intangible. The term does not include
persons obligated to pay a negotiable instrument, even if the
i nstrument constitutes part of chattel paper

(4) "Accounting," except as used in "accounting for," neans a
record that is all of the follow ng

(A) Authenticated by a secured party.

(B) Indicating the aggregate unpaid secured obligations as of a
date not nore than 35 days earlier or 35 days |ater than the date of
t he record.

(O Ildentifying the components of the obligations in reasonable
detail.
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(5) "Agricultural lien" neans an interest, other than a security
interest, in farm products that neets all of the follow ng
condi tions:

(A) It secures paynment or perfornmance of an obligation for either
of the follow ng:

(i) Goods or services furnished in connection with a debtor's
farm ng operation.

(ii) Rent on real property |leased by a debtor in connection with
its farm ng operation.

(B) It is created by statute in favor of a person that does either
of the follow ng:

(i) In the ordinary course of its business furnished goods or
services to a debtor in connection with a debtor's farning operation.

(ii) Leased real property to a debtor in connection with the
debtor's farm ng operation.

(O Its effectiveness does not depend on the person's possession
of the personal property.

(6) "As-extracted collateral” neans either of the follow ng:

(A Gl, gas, or other mnerals that are subject to a security
i nterest that does both of the follow ng:

(i) Is created by a debtor having an interest in the nminerals
bef ore extraction.

(ii) Attaches to the mnerals as extracted.

(B) Accounts arising out of the sale at the well head or m nehead
of oil, gas, or other nminerals in which the debtor had an interest
bef ore extraction.

(7) "Authenticate" nmeans to do either of the follow ng:

(A To sign.

(B) To execute or otherw se adopt a symbol, or encrypt or
simlarly process a record in whole or in part, with the present
intent of the authenticating person to identify the person and adopt
or accept a record.

(8) "Bank" neans an organi zation that is engaged in the business
of banking. The termincludes savings banks, savings and | oan
associ ations, credit unions, and trust conpani es.

(9) "Cash proceeds" neans proceeds that are noney, checks, deposit
accounts, or the |ike.

(10) "Certificate of title" neans a certificate of title with
respect to which a statute provides for the security interest in
guestion to be indicated on the certificate as a condition or result
of the security interest's obtaining priority over the rights of a
lien creditor with respect to the collateral.

(11) "Chattel paper™ means a record or records that evidence both
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a nonetary obligation and a security interest in specific goods, a
security interest in specific goods and software used in the goods, a
security interest in specific goods and |icense of software used in

t he goods, a |l ease of specific goods, or a | ease of specific goods
and license of software used in the goods. |In this paragraph
"nonetary obligation” neans a nonetary obligation secured by the
goods or owed under a | ease of the goods and includes a nonetary
obligation with respect to software used in the goods. The term does
not include charters or other contracts involving the use or hire of
a vessel. If a transaction is evidenced by records that include an

i nstrument or series of instrunents, the group of records taken

t oget her constitutes chattel paper

(12) "Collateral" neans the property subject to a security
interest or agricultural lien. The termincludes all of the
fol | ow ng:

(A) Proceeds to which a security interest attaches.

(B) Accounts, chattel paper, paynment intangibles, and pronissory
notes that have been sol d.

(C) CGoods that are the subject of a consignnent.

(13) "Commercial tort claim nmeans a claimarising in tort with
respect to which either of the following conditions is satisfied:

(A) The clainmant is an organi zation

(B) The clainmant is an individual and both of the follow ng
conditions are satisfied regarding the claim

(i) It arose in the course of the claimant's busi ness or
pr of essi on.

(ii) It does not include damages arising out of personal injury to
or the death of an individual

(14) "Commodity account™ means an account nmintai ned by a
comodity intermediary in which a coomodity contract is carried for a
conmodi ty custoner.

(15) "Conmodity contract" means a conmodity futures contract, an
option on a comodity futures contract, a commodity option, or
anot her contract if the contract or option is either of the
fol | owi ng:

(A) Traded on or subject to the rules of a board of trade that has
been designated as a contract market for such a contract pursuant to
federal conmodities |aws.

(B) Traded on a foreign commpdity board of trade, exchange, or
market, and is carried on the books of a commdity internediary for a
conmodi ty custoner.

(16) "Conmodity customer" means a person for which a commodity
intermediary carries a commodity contract on its books.

(17) "Commodity internmedi ary” neans a person that is either of the
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fol | owi ng:

(A) Is registered as a futures commi ssion merchant under federa
comodities |aw

(B) In the ordinary course of its business provides clearance or
settlement services for a board of trade that has been designhated as
a contract market pursuant to federal commodities |aw.

(18) "Communi cate" means to do either of the follow ng:

(A) To send a witten or other tangi bl e record.

(B) To transmit a record by any neans agreed upon by the persons
sendi ng and receiving the record.

(© In the case of transm ssion of a record to or by a filing
office, to transmit a record by any means prescribed by filing-office
rule.

(19) "Consignee" neans a mnerchant to which goods are delivered in
a consi gnnent .

(20) "Consignnent" neans a transaction, regardless of its form in
whi ch a person delivers goods to a nmerchant for the purpose of sale
and all of the follow ng conditions are satisfied:

(A) The merchant satisfies all of the follow ng conditions:

(i) He or she deals in goods of that kind under a nanme other than
the nane of the person making delivery.

(ii) He or she is not an auctioneer

(iii) He or she is not generally known by its creditors to be
substantially engaged in selling the goods of others.

(B) Wth respect to each delivery, the aggregate val ue of the
goods is one thousand dollars ($1,000) or nore at the tine of
del i very.

(C The goods are not consumer goods i medi ately before delivery.

(D) The transaction does not create a security interest that
secures an obligation.

(21) "Consignor" means a person that delivers goods to a consignee
in a consignment.

(22) "Consuner debtor"™ nmeans a debtor in a consumer transaction

(23) "Consuner goods" nmeans goods that are used or bought for use
primarily for personal, famly, or househol d purposes.

(24) "Consumer-goods transacti on" means a consuner transaction in
whi ch both of the followi ng conditions are satisfied:

(A) An individual incurs an obligation primarily for personal
famly, or househol d purposes.

(B) A security interest in consuner goods secures the obligation.

(25) "Consuner obligor" nmeans an obligor who is an individual and
who incurred the obligation as part of a transaction entered into
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primarily for personal, famly, or househol d purposes.

(26) "Consuner transaction" neans a transaction in which (i) an
i ndi vidual incurs an obligation primarily for personal, fanmly, or
househol d purposes, (ii) a security interest secures the obligation
and (iii) the collateral is held or acquired primarily for personal
famly, or household purposes. The term i ncludes consuner-goods
transacti ons.

(27) "Continuation statenment” means an anmendnent of a financing
st at enent whi ch does both of the follow ng:

(A) ldentifies, by its file nunber, the initial financing
statement to which it rel ates.

(B) Indicates that it is a continuation statenment for, or that it
is filed to continue the effectiveness of, the identified financing
st at ement .

(28) "Debtor" nmeans any of the follow ng:

(A) A person having an interest, other than a security interest or
other lien, in the collateral, whether or not the person is an
obl i gor.

(B) A seller of accounts, chattel paper, paynent intangibles, or
prom ssory notes.

(C A consignee.

(29) "Deposit account" neans a demand, tine, savings, passbook, or
simlar account maintained with a bank. The term does not include
i nvestment property or accounts evidenced by an instrunent.

(30) "Docunent"” means a docunent of title or a receipt of the type
described in subdivision (2) of Section 7201

(31) "Electronic chattel paper" means chattel paper evidenced by a
record or records consisting of information stored in an el ectronic
medi um

(32) "Encunbrance" neans a right, other than an ownership
interest, in real property. The termincludes nortgages and ot her
liens on real property.

(33) "Equi prent" means goods other than inventory, farm products,
or consuner goods.

(34) "Farm products" neans goods, other than standing tinber, with
respect to which the debtor is engaged in a farm ng operati on and
whi ch are any of the follow ng:

(A) Crops grown, growing, or to be grown, including both of the
fol | owi ng:

(i) Crops produced on trees, vines, and bushes.

(ii) Aquatic goods produced in aquacul tural operations.

(B) Livestock, born or unborn, including aquatic goods produced in
aquacul tural operations.

(C Supplies used or produced in a farm ng operation.
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(D) Products of crops or livestock in their unmanufactured states.

(35) "Farming operation" means raising, cultivating, propagating,
fattening, grazing, or any other farming, |ivestock, or aquacultura
operation.

(36) "File nunber" neans the nunber assigned to an initial
financi ng statement pursuant to subdivision (a) of Section 9519

(37) "Filing office" nmeans an office designated in Section 9501 as
the place to file a financing statenent.

(38) "Filing-office rule"” neans a rule adopted pursuant to Section
9526.

(39) "Financing statenent" nmeans a record or records conposed of
an initial financing statement and any filed record relating to the
initial financing statenent.

(40) "Fixture filing" means the filing of a financing statenent
covering goods that are or are to beconme fixtures and sati sfying
subdi visions (a) and (b) of Section 9502. The termincludes the
filing of a financing statenent covering goods of a transmitting
utility which are or are to becone fixtures

(41) "Fixtures" means goods that have beconme so related to
particul ar real property that an interest in them arises under rea
property | aw.

(42) "Ceneral intangible" neans any personal property, including
things in action, other than accounts, chattel paper, conmercial tort
clai ms, deposit accounts, docunents, goods, instrunments, investment
property, letter-of-credit rights, letters of credit, noney, and oil,
gas, or other nminerals before extraction. The termincludes paynent
i ntangi bl es and sof tware.

(43) "CGood faith" means honesty in fact and the observance of
reasonabl e conmerci al standards of fair dealing.

(44) "CGoods" neans all things that are novabl e when a security
interest attaches. The termincludes (i) fixtures, (ii) standing
tinmber that is to be cut and renoved under a conveyance or contract
for sale, (iii) the unborn young of aninmals, (iv) crops grown,
growing, or to be grown, even if the crops are produced on trees,

vi nes, or bushes, and (v) nmanufactured hones. The term al so includes
a conputer program enbedded i n goods and any supporting infornmation
provided in connection with a transaction relating to the programif
(i) the programis associated with the goods in such a manner that it
customarily is considered part of the goods, or (ii) by beconing the
owner of the goods, a person acquires a right to use the programin
connection with the goods. The term does not include a conputer
program enbedded i n goods that consist solely of the mediumwth

whi ch the programis enbedded. The term al so does not include
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accounts, chattel paper, comercial tort clains, deposit accounts,
docunents, general intangibles, instrunents, investnent property,
letter-of-credit rights, letters of credit, noney, or oil, gas, or
other mnerals before extraction

(45) "CGovernnmental unit" means a subdivision, agency, departnent,
county, parish, nunicipality, or other unit of the government of the
United States, a state, or a foreign country. The termincludes an
organi zati on having a separate corporate existence if the
organi zation is eligible to i ssue debt on which interest is exenpt
fromincone taxation under the laws of the United States.

(46) "Health care insurance receivable" nmeans an interest in or
claimunder a policy of insurance which is a right to paynent of a
nonetary obligation for health care goods or services provided.

(47)
"I nstrunment™ means a negotiable instrunment or any other writing that
evidences a right to the paynent of a nmonetary obligation, is not
itself a security agreenent or |lease, and is of a type that in
ordi nary course of business is transferred by delivery with any
necessary i ndorsenent or assignnment. The term does not include (i)
i nvestment property, (ii) letters of credit, or (iii) witings that
evidence a right to paynent arising out of the use of a credit or
charge card or information contained on or for use with the card.

(48) "lnventory" means goods, other than farm products, which are
any of the follow ng:

(A) Leased by a person as |essor.

(B) Held by a person for sale or lease or to be furnished under a
contract of service.

(© Furnished by a person under a contract of service.

(D) Consist of raw nmaterials, work in process, or materials used
or consumed in a business.

(49) "lnvestnment property" means a security, whether certificated
or uncertificated, security entitlenent, securities account,
commodity contract, or conmodity account.

(50) "Jurisdiction of organization,” with respect to a registered
organi zati on, neans the jurisdiction under whose | aw the organi zation
i s organi zed.

(51) "Letter-of-credit right" nmeans a right to paynment and
performance under a letter of credit, whether or not the beneficiary
has demanded or is at the tine entitled to demand paynent or
performance. The term does not include the right of a beneficiary to
demand payment or performance under a letter of credit.

(52) (A) "Lien creditor" neans any of the follow ng:

(i) Acreditor that has acquired a lien on the property invol ved
by attachnent, |evy, or the liKke.
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(ii) An assignee for benefit of creditors fromthe tinme of
assi gnment .

(iii) Atrustee in bankruptcy fromthe date of the filing of the
petition.

(iv) Areceiver in equity fromthe time of appointnent.

(B) "Lien creditor" does not include a creditor who by filing a
notice with the Secretary of State has acquired only an attachnent or
judgnent lien on personal property, or both.

(53) "Manufactured home" means a structure, transportable in one
or nore sections, which, in the traveling node, is eight body-feet or
more in width or 40 body-feet or nore in length, or, when erected on
site, is 320 or nore square feet, and which is built on a pernanent
chassi s and designed to be used as a dwelling with or without a
per manent foundati on when connected to the required utilities, and
i ncl udes the plunbing, heating, air-conditioning, and el ectrica
systens contained therein. The termincludes any structure that
neets all of the requirenents of this paragraph except the size
requirenents and with respect to which the manufacturer voluntarily
files a certification required by the United States Secretary of
Housi ng and Urban Devel opnent and conplies with the standards
est abl i shed under Title 42 of the United States Code.

(54) "Manufactured hone transacti on" means a secured transaction
that satisfies either of the follow ng:

(A) It creates a purchase noney security interest in a
manuf act ured hone, other than a nmanufactured hone held as inventory.

(B) It is a secured transaction in which a manufactured hone,
ot her than a manufactured home held as inventory, is the primary
col | at eral

(55) "Mortgage" nmeans a consensual interest in real property,

i ncluding fixtures, which secures paynment or performance of an
obl i gation.

(56) "New debtor" neans a person that becomes bound as debt or
under subdivision (d) of Section 9203 by a security agreenent
previously entered into by another person

(57) "New val ue" means (i) noney, (ii) noney's worth in property,
services, or newcredit, or (iii) release by a transferee of an
interest in property previously transferred to the transferee. The
term does not include an obligation substituted for another
obl i gati on.

(58) "Noncash proceeds" mneans proceeds other than cash proceeds.

(59) "nligor" neans a person that, with respect to an obligation
secured by a security interest in or an agricultural lien on the
collateral, (i) owes paynent or other performance of the obligation
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(ii) has provided property other than the collateral to secure
paynment or other perfornance of the obligation, or (iii) is otherw se
accountable in whole or in part for paynent or other performance of
the obligation. The term does not include issuers or noninated
persons under a letter of credit.

(60) "Original debtor™ nmeans a person that, as debtor, entered
into a security agreement to which a new debtor has become bound
under subdivision (d) of Section 9203.

(61) "Paynent intangi ble" neans a general intangible under which
the account debtor's principal obligation is a nonetary obligation.

(62) "Person related to,” with respect to an individual, neans any
of the follow ng:

(A) The spouse of the individual.

(B) A brother, brother-in-law, sister, or sister-in-law of the
i ndi vi dual .

(C© An ancestor or lineal descendant of the individual or the
i ndi vi dual ' s spouse.

(D) Any other relative, by blood or nmarriage, of the individual or
the individual's spouse who shares the sanme hone with the
i ndi vi dual .

(63) "Person related to," with respect to an organi zati on, neans
any of the follow ng:

(A) A person directly or indirectly controlling, controlled by, or
under comon control with the organization.

(B) An officer or director of, or a person performng simlar
functions with respect to, the organization.

(O An officer or director of, or a person performng sinilar
functions with respect to, a person described in subparagraph (A).

(D) The spouse of an individual described in subparagraph (A,
(B), or (O.

(E) An individual who is related by blood or marriage to an
i ndi vi dual described in subparagraph (A), (B), (O, or (D and shares
the sane home with the individual.

(64) "Proceeds" neans any of the follow ng property:

(A) Whatever is acquired upon the sale, lease, |icense, exchange,
or other disposition of collateral.

(B) Whatever is collected on, or distributed on account of,
col lateral.

(C Rights arising out of collateral.

(D) To the extent of the value of collateral, clainms arising out
of the loss, nonconfornmity, or interference with the use of, defects
or infringenent of rights in, or danage to, the collateral.

(E) To the extent of the value of collateral and to the extent
payable to the debtor or the secured party, insurance payabl e by
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reason of the loss or nonconformty of, defects or infringenent of
rights in, or damage to, the collateral

(65) "Promi ssory note" neans an instrunent that evidences a
pronmise to pay a nonetary obligation, does not evidence an order to
pay, and does not contain an acknow edgnent by a bank that the bank
has received for deposit a sum of noney or funds.

(66) "Proposal" means a record authenticated by a secured party
that includes the ternms on which the secured party is willing to
accept collateral in full or partial satisfaction of the obligation
it secures pursuant to Sections 9620, 9621, and 9622

(67) "Public finance transacti on” neans a secured transaction in
connection with which all of the followi ng conditions are satisfied:

(A) Debt securities are issued.

(B) All or a portion of the securities issued have an initial
stated maturity of at |east 20 years.

(C The debtor, obligor, secured party, account debtor or other
person obligated on collateral, assignor or assignee of a secured
obligation, or assignor or assignee of a security interest is a state
or a governnmental unit of a state.

(68) "Pursuant to commitnent,” with respect to an advance made or
ot her value given by a secured party, neans pursuant to the secured
party's obligation, whether or not a subsequent event of default or
ot her event not within the secured party's control has relieved or
may relieve the secured party fromits obligation

(69) "Record," except as used in "for record,” "of record,”
"record or legal title," and "record owner," means information that
is inscribed on a tangi ble nediumor which is stored in an el ectronic
or other mediumand is retrievable in perceivable form

(70) "Registered organi zati on" means an organi zati on organi zed
solely under the law of a single state or the United States and as to
which the state or the United States nust maintain a public record
showi ng the organi zation to have been organi zed.

(71) "Secondary obligor™ means an obligor to the extent that
either of the follow ng conditions are satisfied:

(A) The obligor's obligation is secondary.

(B) The obligor has a right of recourse with respect to an
obligation secured by collateral against the debtor, another obligor
or property of either.

(72) "Secured party" means any of the follow ng:

(A) A person in whose favor a security interest is created or
provi ded for under a security agreement, whether or not any
obligation to be secured is outstandi ng.

(B) A person that holds an agricultural Iien.
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(G A consignor.

(D) A person to which accounts, chattel paper, paynent
i ntangi bl es, or pronissory notes have been sol d.

(E) A trustee, indenture trustee, agent, collateral agent, or
other representative in whose favor a security interest or
agricultural lien is created or provided for.

(F) A person that holds a security interest arising under Section
2401, 2505, 4210, or 5118, or under subdivision (3) of Section 2711
or subdivision (5) of Section 10508.

(73) "Security agreenment” neans an agreenent that creates or
provides for a security interest.

(74) "Send," in connection with a record or notification, nmeans to
do either of the follow ng:
(A) To deposit in the mail, deliver for transm ssion, or transmt

by any other usual neans of conmunication, with postage or cost of
transm ssion provided for, addressed to any address reasonabl e under
t he circunstances.

(B) To cause the record or notification to be received within the
time that it would have been received if properly sent under
subpar agraph (A).

(75) "Software" means a conputer program and any supporting
i nformation provided in connection with a transaction relating to the
program The term does not include a conputer programthat is
i ncluded in the definition of goods.

(76) "State" neans a state of the United States, the District of
Col unmbi a, Puerto Rico, the United States Virgin |Islands, or any
territory or insular possession subject to the jurisdiction of the
Uni ted States.

(77) "Supporting obligation”™ nmeans a letter-of-credit right or
secondary obligation that supports the paynment or performance of an
account, chattel paper, docunent, general intangible, instrument, or
i nvest ment property.

(78) "Tangible chattel paper" means chattel paper evidenced by a
record or records consisting of information that is inscribed on a
tangi bl e nmedi um

(79) "Termination statenent" means an amendnent of a financing
statenent that does both of the follow ng:

(A) ldentifies, by its file number, the initial financing
statement to which it rel ates.

(B) Indicates either that it is a term nation statenent or that
the identified financing statenent is no |onger effective.

(80) "Transmitting utility" neans a person primarily engaged in
t he busi ness of any of the follow ng:

(A) Operating a railroad, subway, street railway, or trolley bus.
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(B) Transmitting comunications electrically, electromagnetically,
or by light.

(© Transmitting goods by pipeline or sewer.

(D) Transmitting or producing and transmtting electricity, steam
gas, or water.

(b) The following definitions in other divisions apply to this

di vi si on:
"Applicant” Section 5102.
"Beneficiary" Section 5102.
" Br oker" Section 8102.
"Certificated security” Section 8102.
" Check" Section 3104.
"Clearing corporation” Section 8102.
"Contract for sale" Section 2106.
"Cust orer " Section 4104.
"Entitlenment hol der” Section 8102.
"Fi nanci al asset” Section 8102.
"Hol der in due course" Section 3302.
"lIssuer" (with respect to a letter of credit or
letter-of-credit right) Section 5102.

"lIssuer"” (with respect to a security) Section 8201.
"Lease" Section 10103.
"Lease agreenent"” Section 10103.
"Lease contract" Section 10103.
"Leasehold interest" Section 10103.
"Lessee" Section 10103.
"Lessee in ordinary course of business” Section 10103.
"Lessor" Section 10103.
"Lessor's residual interest” Section 10103.
"Letter of credit" Section 5102.
"Merchant" Section 2104.
"Negotiabl e instrunment” Section 3104.
"Noni nat ed person” Section 5102.
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" Not e" Section 3104.
"Proceeds of a letter of credit" Section 5114.
"Prove" Section 3103.
" Sal e" Section 2106
"Securities account"” Section 8501
"Securities intermediary” Section 8102
"Security" Section 8102
"Security certificate" Section 8102
"Security entitlement” Section 8102
"Uncertificated security” Section 8102

(c) Division 1 (conmencing with Section 1101) contains genera
definitions and principles of construction and interpretation
appl i cabl e throughout this division

9103. (a) In this section:

(1) "Purchase noney collateral”™ neans goods or software that
secures a purchase noney obligation incurred with respect to that
col l ateral

(2) "Purchase noney obligation"” neans an obligation of an obligor
incurred as all or part of the price of the collateral or for val ue
given to enable the debtor to acquire rights in or the use of the
collateral if the value is in fact so used.

(b) A security interest in goods is a purchase noney security
interest as foll ows:

(1) To the extent that the goods are purchase noney coll atera
with respect to that security interest.

(2) If the security interest is in inventory that is or was
purchase nmoney collateral, also to the extent that the security
i nterest secures a purchase noney obligation incurred with respect to
other inventory in which the secured party holds or held a purchase
noney security interest.

(3) Also to the extent that the security interest secures a
purchase nmoney obligation incurred with respect to software in which
the secured party holds or held a purchase noney security interest.

(c) A security interest in software is a purchase noney security
interest to the extent that the security interest also secures a
purchase nmoney obligation incurred with respect to goods in which the
secured party holds or held a purchase noney security interest if
both of the follow ng conditions are satisfied:

(1) The debtor acquired its interest in the software in an
integrated transaction in which it acquired an interest in the goods.

(2) The debtor acquired its interest in the software for the
princi pal purpose of using the software in the goods.
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(d) The security interest of a consignor in goods that are the
subj ect of a consignment is a purchase noney security interest in
i nventory.

(e) In a transaction other than a consuner-goods transaction, if
the extent to which a security interest is a purchase noney security
i nterest depends on the application of a paynent to a particul ar
obligation, the payment rmust be applied as foll ows:

(1) I'n accordance with any reasonabl e nethod of application to
whi ch the parties agree.

(2) I'n the absence of the parties' agreenent to a reasonable
met hod, in accordance with any intention of the obligor manifested at
or before the time of paynent.

(3) In the absence of an agreenment to a reasonable nmethod and a
tinmely manifestation of the obligor's intention, in the follow ng
order:

(A) To obligations that are not secured.

(B) If nore than one obligation is secured, to obligations secured
by purchase noney security interests in the order in which those
obl i gati ons were incurred.

(f) I'n a transaction other than a consuner-goods transaction, a
pur chase noney security interest does not lose its status as such
even if any of the follow ng conditions are satisfied:

(1) The purchase noney collateral also secures an obligation that
is not a purchase noney obligation

(2) Collateral that is not purchase noney coll ateral also secures
t he purchase noney obligation

(3) The purchase nmoney obligation has been renewed, refinanced,
consol i dated, or restructured.

(g) I'n a transaction other than a consuner-goods transaction, a
secured party claimng a purchase noney security interest has the
burden of establishing the extent to which the security interest is a
purchase nmoney security interest.

(h) The lintation of the rules in subdivisions (e), (f), and (g)
to transactions other than consumer-goods transactions is intended to
| eave to the court the determ nation of the proper rules in
consumner - goods transactions. The court may not infer fromthat
l[imtation the nature of the proper rule in consuner-goods
transactions and may continue to apply established approaches.

9104. (a) A secured party has control of a deposit account if any
of the followi ng conditions is satisfied:

(1) The secured party is the bank with which the deposit account
i s maintai ned.

(2) The debtor, secured party, and bank have agreed in an
aut henticated record that the bank will conply with instructions

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 73 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

originated by the secured party directing disposition of the funds in
the account without further consent by the debtor

(3) The secured party becones the bank's custoner with respect to
t he deposit account.

(b) A secured party that has satisfied subdivision (a) has
control, even if the debtor retains the right to direct the
di sposition of funds fromthe deposit account.

9105. A secured party has control of electronic chattel paper if
the record or records conprising the chattel paper are created,
stored, and assigned in such a manner that each of the foll ow ng
conditions is satisfied:

(1) A single authoritative copy of the record or records exists
which is unique, identifiable, and, except as otherw se provided in
par agraphs (4), (5), and (6), unalterable.

(2) The authoritative copy identifies the secured party as the
assignee of the record or records.

(3) The authoritative copy is comunicated to and mai ntai ned by
the secured party or its designated custodi an

(4) Copies or revisions that add or change an identified assignee
of the authoritative copy can be made only with the participation of
the secured party.

(5) Each copy of the authoritative copy and any copy of a copy is
readily identifiable as a copy that is not the authoritative copy.

(6) Any revision of the authoritative copy is readily identifiable
as an authorized or unauthorized revision

9106. (a) A person has control of a certificated security,
uncertificated security, or security entitlenent as provided in
Secti on 8106.

(b) A secured party has control of a commdity contract if either
of the followi ng conditions is satisfied:

(1) The secured party is the commodity intermediary with which the
commodity contract is carried

(2) The conmmodity custoner, secured party, and conmodity
i nternedi ary have agreed that the conmmodity internediary will apply
any val ue distributed on account of the comvpdity contract as
directed by the secured party without further consent by the
conmodi ty custoner.

(c) A secured party having control of all security entitlenments or
comodity contracts carried in a securities account or comuodity
account has control over the securities account or commodity account.

9107. A secured party has control of a letter-of-credit right to
the extent of any right to paynent or performance by the issuer or
any nom nated person if the issuer or nom nated person has consented
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to an assignnent of proceeds of the letter of credit under
subdi vision (c) of Section 5114 or otherw se applicable | aw or
practice.

9108. (a) Except as otherw se provided in subdivisions (c), (d),
and (e), a description of personal or real property is sufficient,
whether or not it is specific, if it reasonably identifies what is
descri bed.

(b) Except as otherw se provided in subdivision (d), a description
of collateral reasonably identifies the collateral if it identifies
the collateral by any of the follow ng:

(1) Specific listing.

(2) Category.

(3) Except as otherw se provided in subdivision (e), a type of
collateral defined in this code.

(4) Quantity.

(5) Computational or allocational forrmula or procedure.

(6) Except as otherw se provided in subdivision (c), any other
nethod, if the identity of the collateral is objectively
det er mi nabl e.

(c) A description of collateral as "all the debtor's assets" or
"all the debtor's personal property” or using words of simlar inport
does not reasonably identify the collateral

(d) Except as otherw se provided in subdivision (e), a description
of a security entitlement, securities account, or commodity account
is sufficient if it describes either of the follow ng:

(1) The collateral by those ternms or as investnent property.

(2) The underlying financial asset or commodity contract.

(e) A description only by type of collateral defined in this code
is an insufficient description of either of the follow ng:

(1) Acomercial tort claim

(2) In a consumer transaction, consunmer goods, a security
entitlenent, a securities account, or a comvodity account.

(f) A description of investnent property collateral also shal
meet the applicable requirenments of Section 1799. 103 of the G vi
Code. A description of consunmer goods al so shall neet the applicable
requi renents of Section 1799.100 of the Civil Code.

9109. (a) Except as otherw se provided in subdivisions (c) and
(d), this division applies to each of the follow ng:

(1) Atransaction, regardless of its form that creates a security
interest in personal property or fixtures by contract.

(2) An agricultural lien

(3) A sale of accounts, chattel paper, paynent intangibles, or
proni ssory notes.

(4) A consignnent.
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(5) A security interest arising under Section 2401 or 2505, or
under subdivision (3) of Section 2711, or subdivision (5) of Section
10508, as provided in Section 9110.

(6) A security interest arising under Section 4210 or 5118.

(b) The application of this division to a security interest in a
secured obligation is not affected by the fact that the obligation is
itself secured by a transaction or interest to which this division
does not apply.

(c) This division does not apply to the extent that any of the
followi ng conditions is satisfied:

(1) A statute, regulation, or treaty of the United States preenpts
this division.

(2) Another statute of this state expressly governs the creation
perfection, priority, or enforcenent of a security interest created
by this state or a governmental unit of this state. These statutes
i nclude statutes that provide for pledges, liens, or security
interests to secure bonds or other obligations (including, wthout
l[imtation, |eases) of this state or a governmental unit, whether the
statute is of general application |Iike Sections 5450 and 5451 of the
Governnment Code, or is specific to particular types of obligations
of this state or of governnental units or to particular governnenta
units.

(3) A statute of another state, a foreign country, or a
governmental unit of another state or a foreign country, other than a
statute generally applicable to security interests, expressly
governs creation, perfection, priority, or enforcenent of a security
interest created by the state, country, or governnental unit.

(4) The rights of a transferee beneficiary or noninated person
under a letter of credit are independent and superior under Section
5114.

(d) This division does not apply to any of the follow ng:

(1) Alandlord's lien, other than an agricultural lien

(2) Alien, other than an agricultural lien, given by statute or
other rule of law for services or materials, but Section 9333 applies
with respect to priority of the lien.

(3) An assignnent of a claimfor wages, salary, or other
conpensation of an enpl oyee.

(4) A sale of accounts, chattel paper, paynent intangibles, or
prom ssory notes as part of a sale of the business out of which they
ar ose.

(5) An assignnent of accounts, chattel paper, paynent intangibles,
or prom ssory notes which is for the purpose of collection only.

(6) An assignnent of a right to paynment under a contract to an
assignee that is also obligated to performunder the contract.
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(7) An assignnent of a single account, paynent intangible, or
promi ssory note to an assignee in full or partial satisfaction of a
preexi sting indebtedness.

(8) Any |l oan nmade by an insurance conpany pursuant to the
provi sions of a policy or contract issued by it and upon the sole
security of the policy or contract.

(9) An assignnent of a right represented by a judgnment, other than
a judgrment taken on a right to paynment that was coll ateral

(10) A right of recoupnent or setoff, provided that both of the
foll owi ng sections apply:

(A) Section 9340 applies with respect to the effectiveness of
rights of recoupnent or setoff against deposit accounts.

(B) Section 9404 applies with respect to defenses or clains of an
account debtor.

(11) The creation or transfer of an interest in or lien on rea
property, including a | ease or rents thereunder, except to the extent
that provision is nade for each of the foll ow ng:

(A) Liens on rea
property in Sections 9203 and 9308.
(B) Fixtures in Section 9334.
(C© Fixture filings in Sections 9501, 9502, 9512, 9516, and 9519

(D) Security agreenents covering personal and real property in
Section 9604.

(12) An assignnment of a claimarising in tort, other than a
comercial tort claim but Sections 9315 and 9322 apply with respect
to proceeds and priorities in proceeds.

(13) An assignment of a deposit account in a consuner transaction
but Sections 9315 and 9322 apply with respect to proceeds and
priorities in proceeds.

(14) Any security interest created by the assignment of the
benefits of any public construction contract under the | nprovenent
Act of 1911 (Division 7 (commencing with Section 5000), Streets and
H ghways Code) .

(15) Transition property, as defined in Section 840 of the Public
Uilities Code, except to the extent that the provisions of this
division are referred to in Article 5.5 (conmencing with Section 840)
of Chapter 4 of Part 1 of Division 1 of the Public Utilities Code.

9110. A security interest arising under Section 2401 or 2505, or
under subdivision (3) of Section 2711, or subdivision (e) of Section
10508 is subject to this division. However, until the debtor obtains
possessi on of the goods, all of the follow ng apply:

(1) The security interest is enforceable, even if paragraph (3) of
subdi vision (b) of Section 9203 has not been satisfi ed.

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 77 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

(2) Filing is not required to perfect the security interest.

(3) The rights of the secured party after default by the debtor
are governed by Division 2 (conmencing with Section 2101) or Division
10 (comencing with Section 10101).

(4) The security interest has priority over a conflicting security
interest created by the debtor.

CHAPTER 2. EFFECTI VENESS OF SECURI TY AGREEMENT: ATTACHVENT OF
SECURI TY I NTEREST: RIGHTS OF PARTIES TO SECURI TY AGREEMENT

9201. (a) Except as otherwise provided in this code, a security
agreement is effective according to its terns between the parties,
agai nst purchasers of the collateral, and against creditors.

(b) A transaction subject to this division is subject to any
applicable rule of |law which establishes a different rule for
consuners; to Chapter 5 (comencing with Section 17200) of Part 2 of
Division 7 of the Business and Professions Code; Chapter 1
(comrencing with Section 17500) of Part 3 of Division 7 of the
Busi ness and Professions Code; the Retail Installnent Sales Act,
Chapter 1 (commencing with Section 1801) of Title 2 of Part 4 of
Division 3 of the GCivil Code; the Autonpbile Sal es Fi nance Act,
Chapter 2b (comencing with Section 2981) of Title 14 of Part 4 of
Division 3 of the GCvil Code; Part 4 (commrencing with Section 1738)
of Division 3 of the Civil Code, with respect to the applicable
provisions of Titles 1 (comrencing with Section 1738), 1.3
(comrencing with Section 1747), 1.3A (conmencing with Section
1748.10), 1.3B (comencing with Section 1748.20), 1.4 (comencing
with Section 1749), 1.5 (comencing with Section 1750), 1.6
(comrencing with Section 1785.1), 1.61 (commencing with Section
1785.41), 1.6A (comencing with Section 1786), 1.6B (conmencing with
Section 1787.1), 1.6C (comencing with Section 1788), 1.6D
(comrencing with Section 1789), 1.6E (commencing with Section
1789.10), 1.6F (comencing with Section 1789.30), 1.7 (comencing
with Section 1790), 1.8 (conmencing with Section 1798), 1.83
(comrencing with Section 1799.5), 1.84 (commencing with Section
1799.8), 1.85 (comrencing with Section 1799.90), 1.86 (comencing
with Section 1799.200), 2 (conmencing with Section 1801), 2.4
(comrencing with Section 1812.50), 2.5 (comencing with Section
1812.80), 2.6 (conmmencing with Section 1812.100), 2.7 (commencing
with Section 1812.200), 2.8 (commencing with Section 1812.300), 2.9
(comrencing with Section 1812.400), 2.95 (conmencing with Section
1812.600), 2.96 (conmmencing with Section 1812.620), 3 (comencing
with Section 1813), 4 (commencing with Section 1884), and 14
(comrencing with Section 2872); the Industrial Loan Law, Division 7
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(comrenci ng with Section 18000) of the Financial Code; the Pawnbroker
Law, Division 8 (comencing with Section 21000) of the Financia

Code; the California Finance Lenders Law, Division 9 (comrencing with
Section 22000) of the Financial Code; and the

Mobi | ehones- Manuf act ured Housi ng Act of 1980, Part 2 (comencing with
Section 18000) of Division 13 of the Health and Safety Code; and to
any applicable consuner protection statute, regulation, or |aw

(c) In case of conflict between this division and a rule of |aw
statute, or regulation described in subdivision (b), the rule of |aw,
statute, or regulation controls. Failure to conply with a statute
or regul ation described in subdivision (b) has only the effect the
statute or regul ation specifies.

(d) This division does not do either of the foll ow ng:

(1) Validate any rate, charge, agreenent, or practice that
violates a rule of law, statute, or regul ation described in
subdi vision (b).

(2) Extend the application of the rule of |law, statute, or
regulation to a transaction not otherw se subject to it.

9202. Except as otherw se provided with respect to consignhnments
or sales of accounts, chattel paper, paynent intangibles, or
prom ssory notes, the provisions of this article with regard to
rights and obligations apply whether title to collateral is in the
secured party or the debtor.

9203. (a) A security interest attaches to collateral when it
beconmes enforceabl e agai nst the debtor with respect to the
collateral, unless an agreenent expressly postpones the tine of
attachnent.

(b) Except as otherw se provided in subdivisions (c) to (i),
inclusive, a security interest is enforceabl e against the debtor and
third parties with respect to the collateral only if each of the
following conditions is satisfied:

(1) Value has been given

(2) The debtor has rights in the collateral or the power to
transfer rights in the collateral to a secured party.

(3) One of the following conditions is net:

(A) The debtor has authenticated a security agreenent that
provi des a description of the collateral and, if the security
i nterest covers tinber to be cut, a description of the |Iand
concer ned.

(B) The collateral is not a certificated security and is in the
possession of the secured party under Section 9313 pursuant to the
debtor's security agreenent.

(© The collateral is a certificated security in registered form
and the security certificate has been delivered to the secured party
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under Section 8301 pursuant to the debtor's security agreenent.

(D) The collateral is deposit accounts, electronic chattel paper
i nvestment property, or letter-of-credit rights, and the secured
party has control under Section 9104, 9105, 9106, or 9107 pursuant to
the debtor's security agreenent.

(c) Subdivision (b) is subject to Section 4210 on the security
interest of a collecting bank, Section 5118 on the security interest
of a letter-of-credit issuer or nomi nated person, Section 9110 on a
security interest arising under Division 2 (comencing with Section
2101) or Division 10 (conmencing with Section 10101), and Section
9206 on security interests in investment property.

(d) A person becomes bound as debtor by a security agreenent
entered into by another person if, by operation of |aw other than
this division or by contract, either of the following conditions is
satisfied:

(1) The security agreenent becones effective to create a security
interest in the person's property.

(2) The person becones generally obligated for the obligations of
the other person, including the obligation secured under the security
agreenent, and acquires or succeeds to all or substantially all of
the assets of the other person.

(e) I'f a new debtor beconmes bound as debtor by a security
agreenment entered into by another person both of the follow ng apply:

(1) The agreenent satisfies paragraph (3) of subdivision (b) with
respect to existing or after-acquired property of the new debtor to
the extent the property is described in the agreenent.

(2) Another agreement is not necessary to nake a security interest
in the property enforceable.

(f) The attachnment of a security interest in collateral gives the
secured party the rights to proceeds provided by Section 9315 and is
al so attachnent of a security interest in a supporting obligation for
the col |l ateral

(g) The attachnment of a security interest in a right to paynment or
performance secured by a security interest or other lien on persona
or real property is also attachnent of a security interest in the
security interest, nortgage, or other lien

(h) The attachment of a security interest in a securities account
is also attachnment of a security interest in the security
entitlements carried in the securities account.

(i) The attachment of a security interest in a commpdity account
is also attachnment of a security interest in the comobdity contracts
carried in the comobdity account.

9204. (a) Except as otherw se provided in subdivision (b), a
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security agreenent may create or provide for a security interest in
after-acquired coll ateral

(b) A security interest does not attach under a termconstituting
an after-acquired property clause to either of the foll ow ng:

(1) Consuner goods, other than an accession when given as
additional security, unless the debtor acquires rights in themwthin
10 days after the secured party gives val ue.

(2) A comrercial tort claim

(c) A security agreenment may provide that collateral secures, or
that accounts, chattel paper, paynent intangibles, or prom ssory
notes are sold in connection with, future advances or other val ue,
whet her or not the advances or value are given pursuant to
conmi t nent .

9205. (a) A security interest is not invalid or fraudul ent
agai nst creditors solely because either of the follow ng conditions
is satisfied:

(1) The debtor has the right or ability to do any of the
fol | owi ng:

(A) Use, conmingle, or dispose of all or part of the collateral
i ncludi ng returned or repossessed goods.

(B) Collect, conpronm se, enforce, or otherwi se deal with
col l ateral

(C Accept the return of collateral or nake repossessions.

(D) Use, conmingle, or dispose of proceeds.

(2) The secured party fails to require the debtor to account for
proceeds or replace collateral

(b) This section does not relax the requirenents of possession if
attachnent, perfection, or enforcenent of a security interest depends
upon possession of the collateral by the secured party.

9206. (a) A security interest in favor of a securities
internediary attaches to a person's security entitlement if both of
the followi ng conditions are satisfied:

(1) The person buys a financial asset through the securities
internediary in a transaction in which the person is obligated to pay
the purchase price to the securities internediary at the tinme of the
pur chase.

(2) The securities internediary credits the financial asset to the
buyer's securities account before the buyer pays the securities
i nternedi ary.

(b) The security interest described in subdivision (a) secures the
person's obligation to pay for the financial asset.

(c) A security interest in favor of a person that delivers a
certificated security or other financial asset represented by a
writing attaches to the security or other financial asset if both of
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the follow ng conditions are satisfied:

(1) The security or other financial asset satisfies both of the
fol | owi ng:

(A) In the ordinary course of business it is transferred by
delivery with any necessary endorsenent or assignnent.

(B) It is delivered under an agreenent between persons in the
busi ness of dealing with those securities or financial assets.

(2) The agreenent calls for delivery agai nst paynent.

(d) The security interest described in subdivision (c) secures the
obligation to make paynent for the delivery.

9207. (a) Except as otherw se provided in subdivision (d), a
secured party shall use reasonable care in the custody and
preservation of collateral in the secured party's possession. In the
case of chattel paper or an instrument, reasonable care includes
taki ng necessary steps to preserve rights against prior parties
unl ess ot herw se agreed.

(b) Except as otherw se provided in subdivision (d), if a secured
party has possession of collateral all of the follow ng apply:

(1) Reasonabl e expenses, including the cost of insurance and
paynent of taxes or other charges, incurred in the custody,
preservation, use, or operation of the collateral are chargeable to
the debtor and are secured by the collateral

(2) The risk of accidental |oss or damage is on the debtor to the
extent of a deficiency in any effective insurance coverage.

(3) The secured party shall keep the collateral identifiable, but
fungi bl e collateral may be conm ngl ed.

(4) The secured party may use or operate the collateral for any of
the foll owi ng purposes:

(A) For the purpose of preserving the collateral or its val ue.

(B) As permtted by an order of a court having conpetent
jurisdiction.

(C) Except in the case of consuner goods, in the nanner and to the
extent agreed by the debtor

(c) Except as otherw se provided in subdivision (d), a secured
party havi ng possession of collateral or control of collateral under
Section 9104, 9105, 9106, or 9107 may or shall, as the case may be,
do all of the follow ng:

(1) May hold as additional security any proceeds, except nobney or
funds, received fromthe coll ateral

(2) Shall apply nmoney or funds received fromthe collateral to
reduce the secured obligation, unless remitted to the debtor

3) May create a security interest in the collateral

(d) If the secured party is a buyer of accounts, chattel paper

paynment intangi bles, or prom ssory notes or a consignor both of the
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foll owi ng apply:

(1) Subdivision (a) does not apply unless the secured party is
entitled under an agreenent to either of the follow ng:

(A) To charge back uncol | ected coll ateral

(B) OGherwise to full or limted recourse against the debtor or a
secondary obligor based on the nonpaynent or other default of an
account debtor or other obligor on the collateral

(2) Subdivisions (b) and (c) do not apply.

9208. (a) This section applies to cases in which there is no
out standi ng secured obligation and the secured party is not conmtted
to make advances, incur obligations, or otherw se give val ue.

(b) Wthin 10 days after receiving an authenticated denmand by the
debtor all of the follow ng apply:

(1) A secured party having control of a deposit account under
par agraph (2) of subdivision (a) of Section 9104 shall send to the
bank with which the deposit account is maintained an authenticated
statenent that releases the bank fromany further obligation to
conply with instructions originated by the secured party.

(2) A secured party having control of a deposit account under
par agraph (3) of subdivision (a) of Section 9104 shall do either of
the foll ow ng:

(A) Pay the debtor the balance on deposit in the deposit account.

(B) Transfer the bal ance on deposit into a deposit account in the
debtor's nane.

(3) A secured party, other than a buyer, having control of
el ectronic chattel paper under Section 9105 shall do all of the
fol | owi ng:

(A) Communi cate the authoritative copy of the electronic chatte
paper to the debtor or its designated custodian

(B) If the debtor designates a custodian that is the designated
custodian with which the authoritative copy of the electronic chatte
paper is maintained for the secured party, comunicate to the
custodi an an authenticated record rel easi ng the desi gnated custodi an
fromany further obligation to conply with instructions originated by
the secured party and instructing the custodian to conply with
instructions originated by the debtor

(C) Take appropriate action to enable the debtor or its designated
custodian to make copies of or revisions to the authoritative copy
whi ch add or change an identified assignee of the authoritative copy
wi t hout the consent of the secured party.

(4) A secured party having control of investnment property under
par agraph (2) of subdivision (d) of Section 8106 or under subdivision
(b) of Section 9106 shall send to the securities intermediary or
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comodity intermediary with which the security entitlenent or
commodity contract is maintained an authenticated record that

rel eases the securities intermediary or commodity internediary from
any further obligation to conmply with entitlenent orders or
directions originated by the secured party.

(5) A secured party having control of a letter-of-credit right
under Section 9107 shall send to each person having an unfulfilled
obligation to pay or deliver proceeds of the letter of credit to the
secured party an authenticated release fromany further obligation to
pay or deliver proceeds of the letter of credit to the secured
party.

9209. (a) Except as otherw se provided in subdivision (c), this
section applies if both of the follow ng conditions are satisfied:

(1) There is no outstanding secured obligation

(2) The secured party is not conmtted to nmake advances, incur
obl i gations, or otherw se give val ue.

(b) Wthin 10 days after receiving an authenticated denmand by the
debtor, a secured party shall send to an account debtor that has
received notification of an assignnent to the secured party as
assi gnee under subdivision (a) of Section 9406 an aut henti cated
record that releases the account debtor fromany further obligation
to the secured party.

(c) This section does not apply to an assignnent constituting the
sal e of an account, chattel paper, or paynent intangible.

9210. (a) In this section

(1) "Request"” neans a record of a type described in paragraph (2),
(3), or (4).

(2) "Request for an accounting" neans a record authenticated by a
debtor requesting that the recipient provide an accounting of the
unpai d obligations secured by collateral and reasonably identifying
the transaction or relationship that is the subject of the request.

(3) "Request regarding a list of collateral" means a record
aut henticated by a debtor requesting that the recipient approve or
correct a list of what the debtor believes to be the collatera
securing an obligation and reasonably identifying the transaction or
relationship that is the subject of the request.

(4) "Request regarding a statement of account" neans a record
aut henticated by a debtor requesting that the recipient approve or
correct a statement indicating what the debtor believes to be the
aggregat e ampbunt of unpaid obligations secured by collateral as of a
specified date and reasonably identifying the transaction or
relationship that is the subject of the request.

(b) Subject to subdivisions (c), (d), (e), and (f), a secured
party, other than a buyer of accounts, chattel paper, paynent
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i ntangi bl es, or prom ssory notes or a consignor, shall conmply with a
request within 14 days after receipt as foll ows:

(1) In the case of a request for an accounting, by authenticating
and sending to the debtor an accounting.

(2) I'n the case of a request regarding a list of collateral or a
request regarding a statement of account, by authenticating and
sending to the debtor an approval or correction

(c) A secured party that clainms a security interest in all of a
particul ar type of collateral owned by the debtor may conply with a
request regarding a list of collateral by sending to the debtor an
aut henticated record including a statenent to that effect within 14
days after receipt.

(d) A person that receives a request regarding a list of
collateral, clainms no interest in the collateral when it receives the
request, and clained an interest in the collateral at an earlier
time shall conply with the request within 14 days after receipt by
sending to the debtor an authenticated record that satisfies both of
the followi ng conditions:

(1) It disclains any interest in the collateral

(2) If knowmn to the recipient, it provides the nane and mailing
address of any assignee of or successor to the recipient's interest
in the collateral

(e) A person that receives a request for an accounting or a
request regarding a statement of account, clainms no interest in the
obligations when it receives the request, and clained an interest in
the obligations at an earlier time shall conmply with the request
within 14 days after receipt by sending to the debtor an
aut henticated record that satisfies both of the foll owi ng conditions:

(1) It disclainms any interest in the obligations.

(2) If known to the recipient, it provides the name and mailing
address of any assignee of or successor to the recipient's interest
in the obligations.

(f) A debtor is entitled without charge to one response to a
request under this section during any six-nmonth period. The secured
party may require paynent of a charge not exceeding twenty-five
dollars ($25) for each additional response.

CHAPTER 3. PERFECTI ON AND PRI ORI TY
9301. Except as otherw se provided in Sections 9303 to 9306
inclusive, the followi ng rules deternine the |aw governing

perfection, the effect of perfection or nonperfection, and the
priority of a security interest in collateral
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(1) Except as otherwise provided in this section, while a debtor
is located in a jurisdiction, the local |aw of that jurisdiction
governs perfection, the effect of perfection or nonperfection, and
the priority of a security interest in collateral

(2) Wiile collateral is located in a jurisdiction, the |ocal |aw
of that jurisdiction governs perfection, the effect of perfection or
nonperfection, and the priority of a possessory security interest in
that collateral.

(3) Except as otherwi se provided in paragraph (4), while
negoti abl e docunents, goods, instruments, noney, or tangible chatte
paper is located in a jurisdiction, the [ ocal |aw of that
jurisdiction governs all of the follow ng:

(A) Perfection of a security interest in the goods by filing a
fixture filing.

(B) Perfection of a security interest in tinber to be cut.

(C The effect of perfection or nonperfection and the priority of
a nonpossessory security interest in the collateral

(4) The local law of the jurisdiction in which the well head or
m nehead is | ocated governs perfection, the effect of perfection or
nonperfection, and the priority of a security interest in
as-extracted collateral .

9302. While farm products are located in a jurisdiction, the
| ocal law of that jurisdiction governs perfection, the effect of
perfection or nonperfection, and the priority of an agricultural lien
on the farm products.

9303. (a) This section applies to goods covered by a certificate
of title, even if there is no other relationship between the
jurisdiction under whose certificate of title the goods are covered
and the goods or the debtor.

(b) Goods becone covered by a certificate of title when a valid
application for the certificate of title and the applicable fee are
delivered to the appropriate authority. Goods cease to be covered by
a certificate of title at the earlier of the time the certificate of
title ceases to be effective under the I aw of the issuing
jurisdiction or the tinme the goods beconme covered subsequently by a
certificate of title issued by another jurisdiction

(c) The local law of the jurisdiction under whose certificate of
title the goods are covered governs perfection, the effect of
perfection or nonperfection, and the priority of a security interest
in goods covered by a certificate of title fromthe tinme the goods
become covered by the certificate of title until the goods cease to
be covered by the certificate of title.

9304. (a) The local law of a bank's jurisdiction governs
perfection, the effect of perfection or nonperfection, and the
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priority of a security interest in a deposit account naintained with
t hat bank.

(b) The following rules determ ne a bank's jurisdiction for
pur poses of this chapter:

(1) If an agreenent between the bank and the debtor governing the
deposit account expressly provides that a particular jurisdiction is
the bank's jurisdiction for purposes of this chapter, this division,
or this code, that jurisdiction is the bank's jurisdiction

(2) If paragraph (1) does not apply and an agreenent between the
bank and its customer governing the deposit account expressly
provi des that the agreenment is governed by the |aw of a particul ar
jurisdiction, that jurisdiction is the bank's jurisdiction

(3) If neither paragraph (1) nor paragraph (2) applies and an
agreenent between the bank and its customer governing the deposit
account expressly provides that the deposit account is maintained at
an office in a particular jurisdiction, that jurisdiction is the bank
s jurisdiction.

(4) If none of the precedi ng paragraphs applies, the bank's
jurisdiction is the jurisdiction in which the office identified in an
account statement as the office serving the customer's account is
| ocat ed.

(5) I'f none of the precedi ng paragraphs applies, the bank's
jurisdiction is the jurisdiction in which the chief executive office
of the bank is | ocated.

9305. (a) Except as otherw se provided in subdivision (c), the
follow ng rules apply:

(1) Wiile a security certificate is located in a jurisdiction, the
| ocal law of that jurisdiction governs perfection, the effect of
perfection or nonperfection, and the priority of a security interest
in the certificated security represented thereby.

(2) The local law of the issuer's jurisdiction as specified in
subdi vision (d) of Section 8110 governs perfection, the effect of
perfection or nonperfection, and the priority of a security interest
in an uncertificated security.

(3) The local law of the securities internediary's jurisdiction as
specified in subdivision (e) of Section 8110 governs perfection, the
ef fect of perfection or nonperfection, and the priority of a
security interest in a security entitlement or securities account.

(4) The local law of the commodity intermediary's jurisdiction
governs perfection, the effect of perfection or nonperfection, and
the priority of a security interest in a commodity contract or
commodi ty account.

(b) The following rules determne a commodity internediary's
jurisdiction for purposes of this chapter
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(1) If an agreenent between the conmodity internediary and
commodi ty custoner governing the comobdity account expressly provides
that a particular jurisdiction is the cormodity internediary's

jurisdiction for purposes of
this chapter, this division, or this code, that jurisdiction is the
comodity intermediary's jurisdiction.

(2) If paragraph (1) does not apply and an agreement between the
commodity internmediary and commodity customer governing the commodity
account expressly provides that the agreenent is governed by the |aw
of a particular jurisdiction, that jurisdiction is the comodity
internmediary's jurisdiction.

(3) If neither paragraph (1) nor paragraph (2) applies and an
agreenment between the comodity internmediary and conmodity custoner
governing the conmodity account expressly provides that the commodity
account is maintained at an office in a particular jurisdiction
that jurisdiction is the conmmodity intermediary's jurisdiction.

(4) If none of the precedi ng paragraphs applies, the commodity
intermediary's jurisdiction is the jurisdiction in which the office
identified in an account statenent as the office serving the
comodity customer's account is |ocated.

(5) If none of the preceding paragraphs applies, the commodity
intermediary's jurisdiction is the jurisdiction in which the chi ef
executive office of the commodity intermediary is |ocated.

(c) The local law of the jurisdiction in which the debtor is
| ocated governs all of the follow ng:

(1) Perfection of a security interest in investnent property by
filing.

(2) Automatic perfection of a security interest in investnent
property created by a broker or securities intermediary.

(3) Automatic perfection of a security interest in a commodity
contract or comodity account created by a comvodity internediary.

9306. (a) Subject to subdivision (c), the local |aw of the issuer'
s jurisdiction or a nonminated person's jurisdiction governs
perfection, the effect of perfection or nonperfection, and the
priority of a security interest in a letter-of-credit right if the
i ssuer's jurisdiction or nominated person's jurisdiction is a state.

(b) For purposes of this chapter, an issuer's jurisdiction or
nom nated person's jurisdiction is the jurisdiction whose | aw governs
the liability of the issuer or nonminated person with respect to the
letter-of-credit right as provided in Section 5116

(c) This section does not apply to a security interest that is
perfected only under subdivision (d) of Section 9308.

9307. (a) In this section, "place of business" neans a pl ace
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where a debtor conducts its affairs.

(b) Except as otherw se provided in this section, the follow ng
rules determine a debtor's |ocation

(1) A debtor who is an individual is |located at the individual's
princi pal residence.

(2) A debtor that is an organization and has only one place of
business is located at its place of business.

(3) A debtor that is an organi zation and has nore than one pl ace
of business is located at its chief executive office.

(c) Subdivision (b) applies only if a debtor's residence, place of
busi ness, or chief executive office, as applicable, is located in a
jurisdiction whose |aw generally requires information concerning the
exi stence of a nonpossessory security interest to be nade generally
available in a filing, recording, or registration systemas a
condition or result of the security interest's obtaining priority
over the rights of a lien creditor with respect to the coll ateral
I f subdivision (b) does not apply, the debtor is located in the
District of Colunbia.

(d) A person that ceases to exist, have a residence, or have a
pl ace of business continues to be located in the jurisdiction
speci fied by subdivisions (b) and (c).

(e) Aregistered organization that is organized under the |law of a
state is located in that state.

(f) Except as otherw se provided in subdivision (i), a registered
organi zation that is organi zed under the law of the United States and
a branch or agency of a bank that is not organized under the | aw of
the United States or a state are located in either of the follow ng
jurisdictions:

(1) Inthe state that the law of the United States designates, if
the | aw designates a state of |ocation

(2) In the state that the registered organization, branch, or
agency designates, if the law of the United States authorizes the
regi stered organi zati on, branch, or agency to designhate its state of
| ocati on.

(3) Inthe District of Colunmbia, if neither paragraph (1) nor
par agraph (2) applies.

(g) A registered organization continues to be located in the
jurisdiction specified by subdivision (e) or (f) notw thstandi ng
either of the follow ng:

(1) The suspension, revocation, forfeiture, or |apse of the
regi stered organi zation's status as such in its jurisdiction of
organi zati on.

(2) The dissolution, winding up, or cancellation of the existence
of the registered organization
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(h) The United States is located in the District of Colunbia.

(i) A branch or agency of a bank that is not organized under the
law of the United States or a state is located in the state in which
the branch or agency is licensed, if all branches and agencies of the
bank are licensed in only one state.

(j) Aforeign air carrier under the Federal Aviation Act of 1958,
as amended, is located at the designated office of the agent upon
whi ch service of process may be nade on behalf of the carrier

(k) This section applies only for purposes of this chapter

9308. (a) Except as otherwise provided in this section and in
Section 9309, a security interest is perfected if it has attached and
all of the applicable requirements for perfection in Sections 9310
to 9316, inclusive, have been satisfied. A security interest is
perfected when it attaches if the applicable requirenents are
satisfied before the security interest attaches.

(b) An agricultural lien is perfected if it has becone effective
and all of the applicable requirenments for perfection in Section 9310
have been satisfied. An agricultural lien is perfected when it
becones effective if the applicable requirenents are satisfied before
the agricultural lien beconmes effective.

(c) A security interest or agricultural lien is perfected

continuously if it is originally perfected by one nethod under this
division and is later perfected by another nethod under this
division, without an internedi ate period when it was unperfected.

(d) Perfection of a security interest in collateral also perfects
a security interest in a supporting obligation for the coll ateral

(e) Perfection of a security interest in a right to paynent or
performance al so perfects a security interest in a security interest,
nortgage, or other lien on personal or real property securing the
right.

(f) Perfection of a security interest in a securities account al so
perfects a security interest in the security entitlements carried in
the securities account.

(g) Perfection of a security interest in a commpdity account al so
perfects a security interest in the conmodity contracts carried in
the conmodity account.

9309. The followi ng security interests are perfected when they
attach:

(1) A purchase nobney security interest in consuner goods, except
as ot herw se provided in subdivision (b) of Section 9311 with respect
to consunmer goods that are subject to a statute or treaty described
i n subdivision (a) of Section 9311

(2) An assignment of accounts or paynent intangibles which does
not by itself or in conjunction with other assignnents to the sane
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assignee transfer a significant part of the assignor's outstanding
accounts or paynent intangibles.

(3) A sale of a paynment intangible.

(4) A sale of a pronissory note

(5) A security interest created by the assignnent of a health care
i nsurance receivable to the provider of the health care goods or
servi ces.

(6) A security interest arising under Section 2401 or 2505, under
subdi vision (3) of Section 2711, or under subdivision (5) of Section
10508, until the debtor obtains possession of the collateral

(7) A security interest of a collecting bank arising under Section
4210.

(8) A security interest of an issuer or nom nated person arising
under Section 5118.

(9) A security interest arising in the delivery of a financia
asset under subdivision (c) of Section 9206

(10) A security interest in investnent property created by a
broker or securities intermediary.

(11) A security interest in a commopdity contract or a comuodity
account created by a comodity internediary.

(12) An assignnment for the benefit of all creditors of the
transferor and subsequent transfers by the assignee thereunder

(13) A security interest created by an assignment of a beneficia
interest in a decedent's estate.

9310. (a) Except as otherw se provided in subdivision (b) and in
subdi vision (b) of Section 9312, a financing statenent must be filed
to perfect all security interests and agricultural |iens.

(b) The filing of a financing statenment is not necessary to
perfect a security interest that satisfies any of the foll ow ng
condi tions:

(1) It is perfected under subdivision (d), (e), (f), or (g) of
Secti on 9308.

(2) It is perfected under Section 9309 when it attaches.

(3) It is a security interest in property subject to a statute,
regul ation, or treaty described in subdivision (a) of Section 9311

(4) It is a security interest in goods in possession of a bailee
which is perfected under paragraph (1) or (2) of subdivision (d) of
Section 9312.

(5) It is a security interest in certificated securities,
docunents, goods, or instrunments which is perfected without filing or
possessi on under subdivision (e), (f), or (g) of Section 9312

(6) It is a security interest in collateral in the secured party's
possessi on under Section 9313.

(7) It is a security interest in a certificated security which is
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perfected by delivery of the security certificate to the secured
party under Section 9313.

(8) It is a security interest in deposit accounts, electronic
chattel paper, investnment property, or letter-of-credit rights which
is perfected by control under Section 9314.

(9) It is a security interest in proceeds which is perfected under
Secti on 9315.

(10) It is perfected under Section 9316

(11) It is a security interest in, or claimin or under, any
policy of insurance including unearned prem uns which is perfected by
written notice to the insurer under paragraph (4) of subdivision (b)
of Section 9312.

(c) If a secured party assigns a perfected security interest or
agricultural lien, a filing under this divisionis not required to
continue the perfected status of the security interest against
creditors of and transferees fromthe original debtor

9311. (a) Except as otherw se provided in subdivision (d), the
filing of a financing statement is not necessary or effective to
perfect a security interest in property subject to any of the
fol | owi ng:

(1) A statute, regulation, or treaty of the United States whose
requirenents for a security interest's obtaining priority over the
rights of a lien creditor with respect to the property preenpt
subdi vision (a) of Section 9310.

(2) (A The provisions of the Vehicle Code which require
regi stration of a vehicle or boat.

(B) The provisions of the Health and Safety Code which require
regi strati on of a nobil ehome or comercial coach, except that during
any period in which collateral is inventory, the filing provisions of
Chapter 5 (commencing with Section 9501) apply to a security
interest in that collateral

(C The provisions of the Health and Safety Code which require
registration of all interests in approved air contam nant eni ssion
reductions (Sections 40709 to 40713, inclusive, of the Health and
Saf ety Code).

(3) Acertificate of title statute of another jurisdiction which
provides for a security interest to be indicated on the certificate
as a condition or result of the security interest's obtaining
priority over the rights of a lien creditor with respect to the
property.

(b) Conpliance with the requirenents of a statute, regulation, or
treaty described in subdivision (a) for obtaining priority over the
rights of alien creditor is equivalent to the filing of a financing
statenent under this division. Except as otherw se provided in
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subdi vision (d), in Section 9313, and in subdivisions (d) and (e) of
Section 9316 for goods covered by a certificate of title, a security
interest in property subject to a statute, regulation, or treaty
described in subdivision (a) may be perfected only by conpliance with
those requirenments, and a security interest so perfected remains
perfected notw thstanding a change in the use or transfer of
possession of the coll ateral

(c) Except as otherw se provided in subdivision (d) and in
subdi visions (d) and (e) of Section 9316, duration and renewal of
perfection of a security interest perfected by conpliance with the
requi renents prescribed by a statute, regulation, or treaty described
in subdivision (a) are governed by the statute, regul ation, or
treaty. In other respects, the security interest is subject to this
di vi si on.

(d) During any period in which collateral is inventory held for
sale or |lease by a person or |eased by that person as | essor and that
person is in the business of selling or |easing goods of that kind,
this section does not apply to a security interest in that collatera
created by that person as debtor

9312. (a) A security interest in chattel paper, negotiable
docunents, instruments, or investnent property nmay be perfected by
filing.

(b) Except as otherwi se provided in subdivisions (c) and (d) of
Section 9315 for proceeds, all of the follow ng apply:

(1) A security interest in a deposit account may be perfected only
by control under Section 9314.

(2) Except as otherwi se provided in subdivision (d) of Section
9308, a security interest in a letter-of-credit right may be
perfected only by control under Section 9314.

(3) A security interest in noney may be perfected only by the
secured party's taking possession under Section 9313.

(4) A security interest in, or claimin or under, any policy of
i nsurance, including unearned prem uns, nmay be perfected only by
giving witten notice of the security interest or claimto the
insurer. This paragraph does not apply to a health care insurance
receivable. A security interest in a health care insurance
recei vabl e may be perfected only as otherw se provided in this
di vi si on.

(c) Wiile goods are in the possession of a bailee that has issued
a negoti abl e docunent covering the goods both of the follow ng apply:

(1) A security interest in the goods may be perfected by

perfecting a security interest in the docunent.
(2) A security interest perfected in the docunent has priority
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over any security interest that beconmes perfected in the goods by
anot her method during that tinme.

(d) While goods are in the possession of a bailee that has issued
a nonnegoti abl e docunent covering the goods, a security interest in
the goods nay be perfected by any of the follow ng nethods:

(1) Issuance of a docunent in the nane of the secured party.

(2) The bailee's receipt of notification of the secured party's
i nterest.

(3) Filing as to the goods.

(e) A security interest in certificated securities, negotiable
docunents, or instrunents is perfected without filing or the taking
of possession for a period of 20 days fromthe tine it attaches to
the extent that it arises for new value given under an authenticated
security agreenent.

(f) A perfected security interest in a negotiable docunent or
goods in possession of a bailee, other than one that has issued a
negoti abl e docunent for the goods, remmins perfected for 20 days
without filing if the secured party makes available to the debtor the
goods or docunents representing the goods for the purpose of either
of the follow ng:

(1) Utimate sale or exchange.

(2) Loading, unloading, storing, shipping, transshipping,
manuf acturing, processing, or otherwi se dealing with themin a manner
prelimnary to their sale or exchange.

(g) A perfected security interest in a certificated security or
i nstrument renains perfected for 20 days without filing if the
secured party delivers the security certificate or instrunment to the
debtor for the purpose of either of the follow ng:

(1) Utimte sale or exchange.

(2) Presentation, collection, enforcenent, renewal, or
regi stration of transfer.

(h) After the 20-day period specified in subdivision (e), (f), or
(g) expires, perfection depends upon conpliance with this division

9313. (a) Except as otherw se provided in subdivision (b), a
secured party may perfect a security interest in negotiable
docunment s, goods, instruments, noney, or tangi ble chattel paper by
t aki ng possession of the collateral. A secured party may perfect a
security interest in certificated securities by taking delivery of
the certificated securities under Section 8301

(b) Wth respect to goods covered by a certificate of title issued
by this state, a secured party nay perfect a security interest in
t he goods by taking possession of the goods only in the circunstances
descri bed in subdivision (d) of Section 9316

(c) Wth respect to collateral other than certificated securities
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and goods covered by a docunent, a secured party takes possession of
collateral in the possession of a person other than the debtor, the
secured party, or a |lessee of the collateral fromthe debtor in the
ordinary course of the debtor's business, when either of the
following conditions is satisfied:

(1) The person in possession authenticates a record acknow edgi ng
that it holds possession of the collateral for the secured party's
benefit.

(2) The person takes possession of the collateral after having
aut henticated a record acknow edging that it will hold possession of
collateral for the secured party's benefit.

(d) If perfection of a security interest depends upon possession
of the collateral by a secured party, perfection occurs no earlier
than the tinme the secured party takes possession and continues only
while the secured party retains possession

(e) A security interest in a certificated security in registered
formis perfected by delivery when delivery of the certificated
security occurs under Section 8301 and renmins perfected by delivery
until the debtor obtains possession of the security certificate.

(f) A person in possession of collateral is not required to
acknow edge that it hol ds possession for a secured party's benefit.
(g) If a person acknow edges that it hol ds possession for the

secured party's benefit both of the follow ng apply:

(1) The acknow edgrment is effective under subdivision (c) or under
subdi vision (a) of Section 8301, even if the acknow edgment vi ol ates
the rights of a debtor.

(2) Unless the person otherw se agrees or |aw other than this
di vi si on ot herwi se provi des, the person does not owe any duty to the
secured party and is not required to confirmthe acknow edgnent to
anot her person.

(h) A secured party having possession of collateral does not
relinqui sh possession by delivering the collateral to a person other
than the debtor or a | essee of the collateral fromthe debtor in the
ordinary course of the debtor's business if the person was instructed
before the delivery or is instructed contenporaneously with the
delivery to do either of the follow ng:

(1) To hold possession of the collateral for the secured party's
benefit.

(2) To redeliver the collateral to the secured party.

(i) A secured party does not relinquish possession, even if a
delivery under subdivision (h) violates the rights of a debtor. A
person to which collateral is delivered under subdivision (h) does
not owe any duty to the secured party and is not required to confirm
the delivery to another person unless the person otherw se agrees or
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| aw ot her than this division otherw se provides.

9314. (a) A security interest in investnent property, deposit
accounts, letter-of-credit rights, or electronic chattel paper nmay be
perfected by control of the collateral under Section 9104, 9105,
9106, or 9107.

(b) A security interest in deposit accounts, electronic chatte
paper, or letter-of-credit rights is perfected by control under
Section 9104, 9105, or 9107 when the secured party obtains contro
and remains perfected by control only while the secured party retains
control

(c) A security interest in investnment property is perfected by
control under Section 9106 fromthe tine the secured party obtains
control and remains perfected by control until both of the follow ng
conditions are satisfied:

(1) The secured party does not have control

(2) One of the follow ng occurs:

(A) If the collateral is a certificated security, the debtor has
or acquires possession of the security certificate.

(B) If the collateral is an uncertificated security, the issuer
has regi stered or registers the debtor as the regi stered owner

(C If the collateral is a security entitlenent, the debtor is or
becones the entitlenment hol der.

9315. (a) Except as otherw se provided in this division and in
subdi vision (2) of Section 2403, both of the follow ng apply:

(1) A security interest or agricultural lien continues in
collateral notw thstanding sale, |ease, |license, exchange, or other
di sposition thereof unless the secured party authorized the
di sposition free of the security interest or agricultural lien

(2) A security interest attaches to any identifiable proceeds of
col | at eral

(b) Proceeds that are conmingled with other property are
identifiable proceeds as foll ows:

(1) If the proceeds are goods, to the extent provided by Section
9336.

(2) If the proceeds are not goods, to the extent that the secured
party identifies the proceeds by a nmethod of tracing, including
application of equitable principles, that is pernitted under |aw
other than this division with respect to conm ngl ed property of the
type invol ved.

(c) A security interest in proceeds is a perfected security
interest if the security interest in the original collateral was
per f ect ed.

(d) A perfected security interest in proceeds becomes unperfected
on the 21st day after the security interest attaches to the proceeds
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unl ess any of the following conditions is satisfied:

(1) Al of the followi ng are satisfied:

(A) Afiled financing statenent covers the original collateral

(B) The proceeds are collateral in which a security interest may
be perfected by filing in the office in which the financing statenent
has been fil ed.

(C) The proceeds are not acquired with cash proceeds.

(2) The proceeds are identifiable cash proceeds.

(3) The security interest in the proceeds is perfected other than
under subdivision (c) when the security interest attaches to the
proceeds or within 20 days thereafter

(e) If afiled financing statement covers the original collateral
a security interest in proceeds which remains perfected under
paragraph (1) of subdivision (d) becones unperfected at the |ater of
either of the follow ng:

(1) Wien the effectiveness of the filed financing statenent |apses
under Section 9515 or is term nated under Section 9513.

(2) The 21st day after the security interest attaches to the
proceeds.

(f) Cash proceeds retain their character as cash proceeds while in
the possession of a levying officer pursuant to Title 6.5
(comrencing with Section 481.010) or Title 9 (comencing with Section
680. 010) of Part 2 of the Code of Civil Procedure.

9316. (a) A security interest perfected pursuant to the | aw of
the jurisdiction designated in subdivision (1) of Section 9301 or in
subdi vision (c) of Section 9305 remains perfected until the earliest
of any of the follow ng:

(1) The time perfection would have ceased under the | aw of that
jurisdiction.

(2) The expiration of four nmonths after a change of the debtor's
| ocation to another jurisdiction

(3) The expiration of one year after a transfer of collateral to a
person that thereby beconmes a debtor and is | ocated in another
jurisdiction.

(b) If a security interest described in subdivision (a) becones
perfected under the [ aw of the other jurisdiction before the earliest
time or event described in that subdivision, it renmains perfected
thereafter. |If the security interest does not become perfected under
the law of the other jurisdiction before the earliest tinme or event,
it becones unperfected and is deemed never to have been perfected as
agai nst a purchaser of the collateral for val ue.

(c) A possessory security interest in collateral, other than goods
covered by a certificate of title and as-extracted coll atera
consi sting of goods, remains continuously perfected if all of the
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followi ng conditions are satisfied:

(1) The collateral is located in one jurisdiction and subject to a
security interest perfected under the Iaw of that jurisdiction

(2) Thereafter the collateral is brought into another
jurisdiction.

(3) Upon entry into the other jurisdiction, the security interest
is perfected under the |aw of the other jurisdiction

(d) Except as otherw se provided in subdivision (e), a security
interest in goods covered by a certificate of title which is
perfected by any nethod under the | aw of another jurisdiction when
t he goods becone covered by a certificate of title fromthis state
remai ns perfected until the security interest would have becone
unperfected under the law of the other jurisdiction had the goods not
beconme so cover ed.

(e) A security interest described in subdivision (d) becones
unperfected as against a purchaser of the goods for value and is
deermed never to have been perfected as agai nst a purchaser of the
goods for value if the applicable requirements for perfection under
subdi vision (b) of Section 9311 or under Section 9313 are not
satisfied before the earlier of either of the follow ng:

(1) The time the security interest would have becone unperfected
under the | aw of the other jurisdiction had the goods not becone
covered by a certificate of title fromthis state.

(2) The expiration of four nonths after the goods had becone so
covered.

(f) A security interest in deposit accounts, letter-of-credit
rights, or investment property which is perfected under the |aw of
the bank's jurisdiction, the issuer's jurisdiction, a noninated
person's jurisdiction, the securities internediary's jurisdiction, or
the conmmodity internmediary's jurisdiction, as applicable, renains
perfected until the earlier of the follow ng:

(1) The time the security interest would have becone unperfected
under the law of that jurisdiction.

(2) The expiration of four nonths after a change of the
applicable jurisdiction to another jurisdiction

(g) If a security interest described in subdivision (f) becones
perfected under the | aw of the other jurisdiction before the earlier
of the tine or the end of the period described in that subdivision
it remains perfected thereafter. |If the security interest does not
beconme perfected under the | aw of the other jurisdiction before the
earlier of that time or the end of that period, it becones
unperfected and is deemed never to have been perfected as against a
purchaser of the collateral for val ue.

9317. (a) A security interest or agricultural lien is subordinate
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to the rights of both of the follow ng

(1) A person entitled to priority under Section 9322

(2) A person that becones a lien creditor before the earlier of
the tine the security interest or agricultural lien is perfected or a
fi nancing statenment covering the collateral is filed.

(b) Except as otherw se provided in subdivision (e), a buyer
other than a secured party, of tangible chattel paper, docunents,
goods, instruments, or a security certificate takes free of a

security interest or agricultural lien if the buyer gives value and
receives delivery of the collateral wthout knowl edge of the security
interest or agricultural lien and before it is perfected.

(c) Except as otherw se provided in subdivision (e), a | essee of
goods takes free of a security interest or agricultural lien if the
| essee gives value and receives delivery of the collateral wthout
knowl edge of the security interest or agricultural lien and before it

is perfected.

(d) A licensee of a general intangible or a buyer, other than a
secured party, of accounts, electronic chattel paper, genera
i ntangi bl es, or investnment property other than a certificated
security takes free of a security interest if the |licensee or buyer
gi ves val ue wi thout know edge of the security interest and before it
is perfected.

(e) Except as otherw se provided in Sections 9320 and 9321, if a
person files a financing statenent with respect to a purchase noney
security interest before or within 20 days after the debtor receives
delivery of the collateral, the security interest takes priority over
the rights of a buyer, lessee, or lien creditor which arise between
the tinme the security interest attaches and the time of filing.

9318. (a) A debtor that has sold an account, chattel paper
paynent intangi ble, or prom ssory note does not retain a |egal or
equitable interest in the collateral sold.

(b) For purposes of determining the rights of creditors of, and
purchasers for value of an account or chattel paper from a debtor
that has sold an account or chattel paper, while the buyer's security
interest is unperfected, the debtor is deemed to have rights and
title to the account or chattel paper identical to those the debtor
sol d.

9319. (a) Except as otherw se provided in subdivision (b), for
pur poses of determining the rights of creditors of, and purchasers
for value of goods from a consignee, while the goods are in the
possessi on of the consignee, the consignee has rights and title to
t he goods identical to those the consignor had or had power to
transfer.

(b) For purposes of determining the rights of a creditor of a
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consi gnee, law other than this division deternmines the rights and
title of a consignee while goods are in the consignee's possession
if, under this chapter, a perfected security interest held by the
consi gnor would have priority over the rights of the creditor

9320. (a) Except as otherw se provided in subdivision (e), a
buyer in ordinary course of business takes free of a security
interest created by the buyer's seller, even if the security interest
is perfected and the buyer knows of its existence.

(b) Except as otherw se provided in subdivision (e), a buyer of
goods from a person who used or bought the goods for use prinmarily
for personal, fam |y, or household purposes takes free of a security
interest, even if perfected, if all of the follow ng conditions are
sati sfied:

(1) The buyer buys wi thout know edge of the security interest.

(2) The buyer buys for val ue.

(3) The buyer buys primarily for the buyer's personal, famly, or
househol d purposes.

(4) The buyer buys before the filing of a financing statenent
covering the goods.

(c) To the extent that it affects the priority of a security
i nterest over a buyer of goods under subdivision (b), the period of
ef fectiveness of a filing nade in the jurisdiction in which the
seller is located is governed by subdivisions (a) and (b) of Section
9316.

(d) A buyer in ordinary course of business buying oil, gas, or
other mnerals at the well head or m nehead or after extraction takes
free of an interest arising out of an encunbrance.

(e) Subdivisions (a) and (b) do not affect a security interest in
goods in the possession of the secured party under Section 9313.

9321. (a) In this section, "licensee in ordinary course of
busi ness" nmeans a person that becones a |icensee of a genera
intangi ble in good faith, wthout know edge that the |icense violates
the rights of another person in the general intangible, and in the
ordinary course froma person in the business of |icensing genera
i ntangi bl es of that kind. A person becones a licensee in the
ordinary course if the license to the person conports with the usua
or customary practices in the kind of business in which the licensor
is engaged or with the licensor's own usual or customary practices.

(b) Alicensee in ordinary course of business takes its rights
under a nonexclusive license free of a security interest in the
general intangible created by the licensor, even if the security
interest is perfected and the |icensee knows of its existence.

(c) Alessee in ordinary course of business takes its |easehold
interest free of a security interest in the goods created by the
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| essor, even if the security interest is perfected and the | essee
knows of its existence.

(d) This section shall remain in effect only until January 1, 2004,
and as of that date is repealed, unless a |later enacted statute,
that is enacted before January 1, 2004, deletes or extends that date.

9321. (a) A lessee in ordinary course of business takes its
| easehol d interest free of a security interest in the goods created
by the lessor, even if the security interest is perfected and the
| essee knows of its existence.

(b) This section shall beconme operative on January 1, 2004.

9322. (a) Except as otherwi se provided in this section, priority
anong conflicting security interests and agricultural liens in the
same collateral is deternined according to the follow ng rules:

(1) Conflicting perfected security interests and agricultura
liens rank according to priority in tinme of filing or perfection
Priority dates fromthe earlier of the time a filing covering the
collateral is first made or the security interest or agricultura
lienis first perfected, if there is no period thereafter when there
is neither filing nor perfection

(2) A perfected security interest or agricultural lien has
priority over a conflicting unperfected security interest or
agricultural lien.

(3) The first security interest or agricultural lien to attach or
becone effective has priority if conflicting security interests and
agricultural liens are unperfected.

(b) For the purposes of paragraph (1) of subdivision (a), the
followi ng rules apply:

(1) The time of filing or perfection as to a security interest in
collateral is also the tinme of filing or perfection as to a security
i nterest in proceeds.

(2) The tine of filing or perfection as to a security interest in
collateral supported by a supporting obligation is also the time of
filing or perfection as to a security interest in the supporting
obl i gati on.

(c) Except as otherw se provided in subdivision (f), a security
interest in collateral which qualifies for priority over a
conflicting security interest under Section 9327, 9328, 9329, 9330,
or 9331 also has priority over a conflicting security interest in
both of the follow ng:

(1) Any supporting obligation for the collateral

(2) Proceeds of the collateral if all of the followi ng conditions
are satisfied:

(A) The security interest in proceeds is perfected.
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(B) The proceeds are cash proceeds or of the sane type as the
col I ateral

(O In the case of proceeds that are proceeds of proceeds, al
i nterveni ng proceeds are cash proceeds, proceeds of the sanme type as
the collateral, or an account relating to the collateral

(d) Subject to subdivision (e) and except as otherw se provided in
subdivision (f), if a security interest in chattel paper, deposit
accounts, negotiable docunments, instrunents, investnent property, or
letter-of-credit rights is perfected by a nmethod other than filing,
conflicting perfected security interests in proceeds of the
collateral rank according to priority in tinme of filing.

(e) Subdivision (d) applies only if the proceeds of the collatera
are not cash proceeds, chattel paper, negotiable docunents,
i nstruments, investnent property, or letter-of-credit rights.

(f) Subdivisions (a) to (e), inclusive, are subject to all of the
fol | owi ng:

(1) Subdivision (g) and the other provisions of this chapter.

(2) Section 4210 with respect to a security interest of a
col | ecting bank.

(3) Section 5118 with respect to a security interest of an issuer
or nom nat ed person.

(4) Section 9110 with respect to a security interest arising under
Di vision 2 (comrencing with Section 2101) or Division 10 (conmenci ng
with Section 10101).

(g) A perfected agricultural lien on collateral has priority over
a conflicting security interest in or agricultural lien on the sane
collateral if the statute creating the agricultural lien so provides.

9323. (a) Except as otherwi se provided in subdivision (c), for
pur poses of determning the priority of a perfected security interest
under paragraph (1) of subdivision (a) of Section 9322, perfection
of the security interest dates fromthe tine an advance is made to
the extent that the security interest secures an advance that
satisfies both of the follow ng conditions:

(1) It is made while the security interest is perfected only under
ei ther of the follow ng:

(A) Under Section 9309 when it attaches.

(B) Tenporarily under subdivision (e), (f), or (g) of Section
9312.

(2) It is not made pursuant to a commtnent entered into before or
while the security interest is perfected by a nmethod other than
under Section 9309 or under subdivision (e), (f), or (g) of Section
9312.

(b) Except as otherwi se provided in subdivision (c), a security
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interest is subordinate to the rights of a person that becones a lien
creditor to the extent that the security interest secures an advance
made nore than 45 days after the person beconmes a lien creditor

unl ess either of the followi ng conditions is satisfied:

(1) The advance is nade wi thout know edge of the lien

(2) The advance is nade pursuant to a commtment entered into
wi t hout know edge of the lien.

(c) Subdivisions (a) and (b) do not apply to a security interest
hel d by a secured party that is a buyer of accounts, chattel paper
paynent intangi bles, or prom ssory notes or a consignor

(d) Except as otherw se provided in subdivision (e), a buyer of
goods ot her than a buyer in ordinary course of business takes free of
a security interest to the extent that it secures advances made
after the earlier of either of the foll ow ng:

(1) The time the secured party acquires know edge of the buyer's
pur chase.

(2) Forty-five days after the purchase.

(e) Subdivision (d) does not apply if the advance is made pursuant
to a commtnment entered into without know edge of the buyer's
purchase and before the expiration of the 45-day period.

(f) Except as otherwi se provided in subdivision (g), a | essee of
goods, other than a lessee in ordinary course of business, takes the
| easehol d interest free of a security interest to the extent that it
secures advances nmade after the earlier of either of the follow ng:

(1) The time the secured party acquires know edge of the | ease.

(2) Forty-five days after the | ease contract becones enforceable.

(g) Subdivision (f) does not apply if the advance is made pursuant
to a coomitnment entered into without know edge of the | ease and
before the expiration of the 45-day period.

9324. (a) Except as otherw se provided in subdivision (g), a
perfected purchase noney security interest in goods other than
i nventory or livestock has priority over a conflicting security
interest in the same goods, and, except as otherw se provided in
Section 9327, a perfected security interest inits identifiable
proceeds also has priority, if the purchase noney security interest
is perfected when the debtor receives possession of the collateral or
within 20 days thereafter.

(b) Subject to subdivision (c) and except as otherw se provided in
subdi vision (g), a perfected purchase noney security interest in
inventory has priority over a conflicting security interest in the
same inventory, has priority over a conflicting security interest in
chattel paper or an instrument constituting proceeds of the inventory
and in proceeds of the chattel paper, if so provided in Section
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9330, and, except as otherw se provided in Section 9327, also has
priority in identifiable cash proceeds of the inventory to the extent
the identifiable cash proceeds are received on or before the
delivery of the inventory to a buyer, if all of the follow ng
conditions are satisfied:

(1) The purchase noney security interest is perfected when the
debt or receives possession of the inventory.

(2) The purchase nmoney secured party sends an authenticated
notification to the holder of the conflicting security interest.

(3) The holder of the conflicting security interest receives the
notification within five years before the debtor receives possession
of the inventory.

(4) The notification states that the person sending the
notification has or expects to acquire a purchase noney security
interest in inventory of the debtor and describes the inventory.

(c) Paragraphs (2) to (4), inclusive, of subdivision (b) apply
only if the holder of the conflicting security interest had filed a
financing statement covering the sane types of inventory as foll ows:

(1) If the purchase noney security interest is perfected by
filing, before the date of the filing.

(2) If the purchase nobney security interest is tenporarily
perfected without filing or possession under subdivision (f) of
Section 9312, before the beginning of the 20-day period thereunder

(d) Subject to subdivision (e) and except as otherw se provided in
subdi vision (g), a perfected purchase noney security interest in
livestock that are farm products has priority over a conflicting
security interest in the sane |livestock, and, except as otherw se
provided in Section 9327, a perfected security interest in their
i dentifiable proceeds and identifiable products in their
unmanuf actured states also has priority, if all of the follow ng
conditions are satisfied:

(1) The purchase noney security interest is perfected when the
debt or receives possession of the |livestock

(2) The purchase nopney secured party sends an authenti cated
notification to the holder of the conflicting security interest.

(3) The holder of the conflicting security interest receives the
notification within six nonths before the debtor receives possession
of the Iivestock.

(4) The notification states that the person sending the
notification has or expects to acquire a purchase noney security
interest in livestock of the debtor and describes the |ivestock

(e) Paragraphs (2) to (4), inclusive, of subdivision (d) apply
only if the holder of the conflicting security interest had filed a
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fi nanci ng statement covering the sane types of livestock as foll ows:

(1) If the purchase noney security interest is perfected by
filing, before the date of the filing.

(2) If the purchase noney security interest is tenporarily
perfected without filing or possession under subdivision (f) of
Section 9312, before the beginning of the 20-day period thereunder

(f) Except as otherwi se provided in subdivision (g), a perfected
pur chase noney security interest in software has priority over a
conflicting security interest in the sane collateral, and, except as
otherwi se provided in Section 9327, a perfected security interest in
its identifiable proceeds also has priority, to the extent that the
purchase nmoney security interest in the goods in which the software
was acquired for use has priority in the goods and proceeds of the
goods under this section.

(g) If nore than one security interest qualifies for priority in
the sane collateral under subdivision (a), (b), (d), or (f), the
followi ng rules apply:

(1) A security interest securing an obligation incurred as all or
part of the price of the collateral has priority over a security
i nterest securing an obligation incurred for value given to enable
the debtor to acquire rights in, or the use of, collateral

(2) In all other cases, subdivision (a) of Section 9322 applies to
the qualifying security interests.

9325. (a) Except as otherw se provided in subdivision (b), a
security interest created by a debtor is subordinate to a security
interest in the sane collateral created by another person if either
of the follow ng applies:

(1) The debtor acquired the collateral subject to the security
interest created by the other person

(2) The security interest created by the other person was
perfected when the debtor acquired the coll ateral

(3) There is no period thereafter when the security interest is
unper f ect ed.

(b) Subdivision (a) subordinates a security interest only if
either of the followi ng conditions is satisfied:

(1) The security interest otherw se would have priority solely
under subdivision (a) of Section 9322 or under Section 9324.

(2) The security interest arose solely under subdivision (3) of
Section 2711 or subdivision (5) of Section 10508.

9326. (a) Subject to subdivision (b), a security interest created
by a new debtor which is perfected by a filed financing statenent
that is effective solely under Section 9508 in collateral in which a
new debtor has or acquires rights is subordinate to a security
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interest in the same collateral which is perfected other than by a
filed financing statenent that is effective solely under Section
9508.

(b) The other provisions of this chapter determine the priority
anong conflicting security interests in the sane collateral perfected
by filed financing statenents that are effective solely under
Section 9508. However, if the security agreenents to which a new
debt or becanme bound as debtor were not entered into by the sane
original debtor, the conflicting security interests rank according to
priority in time of the new debtor's having beconme bound.

9327. The followi ng rules govern priority anmong conflicting
security interests in the same deposit account:

(1) A security interest held by a secured party having control of
the deposit account under Section 9104 has priority over a
conflicting security interest held by a secured party that does not
have control

(2) Except as otherw se provided in subdivisions (3) and (4),
security interests perfected by control under Section 9314 rank
according to priority in time of obtaining control

(3) Except as otherwi se provided in subdivision (4), a security
interest held by the bank with which the deposit account is
mai nt ai ned has priority over a conflicting security interest held by
anot her secured party.

(4) A security interest perfected by control under paragraph (3)
of subdivision (a) of Section 9104 has priority over a security
interest held by the bank with which the deposit account is
mai nt ai ned.

9328. The followi ng rules govern priority anmong conflicting
security interests in the sane investnent property:

(1) A security interest held by a secured party having control of
i nvestment property under Section 9106 has priority over a security
interest held by a secured party that does not have control of the
i nvest ment property.

(2) Except as otherw se provided in subdivisions (3) and (4),
conflicting security interests held by secured parties each of which
has control under Section 9106 rank according to priority in tine of
one of the follow ng:

(A) If the collateral is a security, obtaining control

(B) If the collateral is a security entitlenent carried in a
securities account and if the secured party obtained control under
paragraph (1) of subdivision (d) of Section 8106, the secured party's
becom ng the person for which the securities account is nmaintained.

(C If the collateral is a security entitlenent carried in a
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securities account and if the secured party obtained control under
paragraph (2) of subdivision (d) of Section 8106, the securities
internediary's agreenent to conply with the secured party's
entitlenent orders with respect to security entitlenents carried, or
to be carried, in the securities account.

(D) If the collateral is a security entitlenent carried in a
securities account and if the secured party obtained control through
anot her person under paragraph (3) of subdivision (d) of Section
8106, the tinme on which priority would be based under this paragraph
if the other person were the secured party.

(E) If the collateral is a coomodity contract carried with a
commodity internmediary, the satisfaction of the requirenent for
control specified in paragraph (2) of subdivision (b) of Section 9106
with respect to cormmodity contracts carried, or to be carried, with
the commodity internediary.

(3) A security interest held by a securities internmediary in a
security entitlenent or a securities account nmaintained with the
securities internediary has priority over a conflicting security
i nterest held by another secured party.

(4) A security interest held by a conmmodity internediary in a
comodity contract or a conmopdity account maintained with the
commodity internmediary has priority over a conflicting security
i nterest held by another secured party.

(5) A security interest in a certificated security in registered
formwhich is perfected by taking delivery under subdivision (a) of
Section 9313 and not by control under Section 9314 has priority over
a conflicting security interest perfected by a nmethod other than
control

(6) Conflicting security interests created by a broker, securities
internmediary, or commodity internediary which are perfected wi thout
control under Section 9106 rank equally.

(7) In all other cases, priority among conflicting security
interests in investnment property is governed by Sections 9322 and
9323.

9329. The followi ng rules govern priority anmong conflicting
security interests in the same letter-of-credit right:

(1) A security interest held by a secured party having control of
the letter-of-credit right under Section 9107 has priority to the
extent of its control over a conflicting security interest held by a
secured party that does not have control

(2) Security interests perfected by control under Section 9314
rank according to priority in time of obtaining control

9330. (a) A purchaser of chattel paper has priority over a
security interest in the chattel paper which is clained nerely as
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proceeds of inventory subject to a security interest if both of the
following conditions are satisfied:

(1) In good faith and in the ordinary course of the purchaser's
busi ness, the purchaser gives new val ue and takes possession of the
chattel paper or obtains control of the chattel paper under Section
9105.

(2) The chattel paper does not indicate that it has been assigned
to an identified assignee other than the purchaser

(b) A purchaser of chattel paper has priority over a security
interest in the chattel paper which is clainmed other than nerely as
proceeds of inventory subject to a security interest if the purchaser
gi ves new val ue and takes possession of the chattel paper or obtains
control of the chattel paper under Section 9105 in good faith, in
the ordinary course of the purchaser's business, and w thout
knowl edge that the purchase violates the rights of the secured party.

(c) Except as otherw se provided in Section 9327, a purchaser
having priority in chattel paper under subdivision (a) or (b) also
has priority in proceeds of the chattel paper to the extent that
either of the foll ow ng applies:

(1) Section 9322 provides for priority in the proceeds.

(2) The proceeds consist of the specific goods covered by the
chattel paper or cash proceeds of the specific goods, even if the
purchaser's security interest in the proceeds is unperfected.

(d) Except as otherw se provided in subdivision (a) of Section
9331, a purchaser of an instrunment has priority over a security
interest in the instrument perfected by a nmethod other than
possession if the purchaser gives value and takes possession of the
i nstrument in good faith and w thout know edge that the purchase
violates the rights of the secured party.

(e) For purposes of subdivisions (a) and (b), the holder of a
purchase noney security interest in inventory gives new val ue for
chattel paper constituting proceeds of the inventory.

(f) For purposes of subdivisions (b) and (d), if chattel paper or
an instrunment indicates that it has been assigned to an identified
secured party other than the purchaser, a purchaser of the chatte
paper or instrunent has know edge that the purchase violates the
rights of the secured party.

9331. (a) This division does not Iimt the rights of a holder in
due course of a negotiable instrunment, a holder to which a negotiable
docunent of title has been duly negotiated, or a protected purchaser
of a security. These holders or purchasers take priority over an
earlier security interest, even if perfected, to the extent provided
in Division 3 (conmencing with Section 3101), Division 7 (comencing
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with Section 7101), and Division 8 (comrencing with Section 8101).

(b) This division does not limt the rights of or inpose liability
on a person to the extent that the person is protected agai nst the
assertion of an adverse clai munder Division 8 (conmencing with
Section 8101).

(c) Filing under this division does not constitute notice of a
claimor defense to the holders, or purchasers, or persons described
i n subdivisions (a) and (b).

9332. (a) A
transferee of noney takes the noney free of a security interest
unl ess the transferee acts in collusion with the debtor in violating
the rights of the secured party.

(b) A transferee of funds froma deposit account takes the funds
free of a security interest in the deposit account unless the
transferee acts in collusion with the debtor in violating the rights
of the secured party.

9333. (a) In this section, "possessory |lien" neans an interest,
other than a security interest or an agricultural |ien which
satisfies all of the follow ng conditions:

(1) It secures paynment or perfornmance of an obligation for
services or materials furnished with respect to goods by a person in
the ordi nary course of the person's business.

(2) It is created by statute or rule of law in favor of the
per son.

(3) Its effectiveness depends on the person's possession of the
goods.

(b) A possessory lien on goods has priority over a security
interest in the goods unless the lien is created by a statute that
expressly provi des ot herw se.

9334. (a) A security interest under this division may be created
in goods that are fixtures or may continue in goods that becone
fixtures. A security interest does not exist under this division in
ordinary building naterials incorporated into an inprovenent on | and.

(b) This division does not prevent creation of an encunbrance upon
fixtures under real property |aw.

(c) In cases not governed by subdivisions (d) to (h), inclusive, a
security interest in fixtures is subordinate to a conflicting
i nterest of an encunbrancer or owner of the related real property
ot her than the debtor

(d) Except as otherw se provided in subdivision (h), a perfected
security interest in fixtures has priority over a conflicting
i nterest of an encunbrancer or owner of the real property if the
debtor has an interest of record in or is in possession of the rea

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 109 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

property and all of the follow ng conditions are satisfied:

(1) The security interest is a purchase noney security interest.

(2) The interest of the encunbrancer or owner arises before the
goods becone fi xtures.

(3) The security interest is perfected by a fixture filing before
the goods becone fixtures or within 20 days thereafter

(e) A perfected security interest in fixtures has priority over a
conflicting interest of an encunmbrancer or owner of the real property
if any of the following conditions is satisfied:

(1) The debtor has an interest of record in the real property or
is in possession of the real property and both of the follow ng
condi tions are satisfied:

(A) The security interest is perfected by a fixture filing before
the interest of the encunbrancer or owner is of record.

(B) The security interest has priority over any conflicting
interest of a predecessor in title of the encunbrancer or owner

(2) The fixtures are readily renovable factory or office machines
or readily renovabl e repl acenents of donmestic appliances that are
consuner goods.

(3) The conflicting interest is alien on the real property
obtai ned by | egal or equitable proceedings after the security
i nterest was perfected by any method permitted by this division

(4) The security interest is both of the foll ow ng:

(A) Created in a manufactured hone in a manufactured hone
transacti on.

(B) Perfected pursuant to a statute described in paragraph (2) of
subdi vision (a) of Section 9311

(f) A security interest in fixtures, whether or not perfected, has
priority over a conflicting interest of an encunbrancer or owner of
the real property if either of the following conditions is satisfied:

(1) The encunbrancer or owner has, in an authenticated record,
consented to the security interest or disclaimed an interest in the
goods as fixtures.

(2) The debtor has a right to renove the goods as agai nst the
encunbrancer or owner.

(g) The priority of the security interest under paragraph (2) of
subdi vision (f) continues for a reasonable tine if the debtor's right
to renove the goods as agai nst the encunbrancer or owner term nates.

(h) A nortgage is a construction nortgage to the extent that it
secures an obligation incurred for the construction of an inprovenent
on land, including the acquisition cost of the land, if a recorded
record of the nortgage so indicates. Except as otherw se provided in
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subdi visions (e) and (f), a security interest in fixtures is
subordinate to a construction nortgage if a record of the nortgage is
recorded before the goods beconme fixtures and the goods becone
fixtures before the conpletion of the construction. A nortgage has
this priority to the same extent as a construction nortgage to the
extent that it is given to refinance a construction nortgage.

(i) A perfected security interest in crops growing on rea
property has priority over a conflicting interest of an encunbrancer
or owner of the real property if the debtor has an interest of record
in, or is in possession of, the real property.

9335. (a) A security interest may be created in an accession and
continues in collateral that beconmes an accession

(b) If a security interest is perfected when the collatera
beconmes an accession, the security interest remains perfected in the
col | at eral

(c) Except as otherwi se provided in subdivision (d), the other
provisions of this chapter deternmine the priority of a security
interest in an accession

(d) A security interest in an accession is subordinate to a
security interest in the whole which is perfected by conpliance with
the requirenents of a certificate of title statute under subdivision
(b) of Section 9311.

(e) After default, subject to Chapter 6 (comencing with
subdi vi sion 9601), a secured party may renobve an accessi on from ot her
goods if the security interest in the accession has priority over
the clains of every person having an interest in the whole.

(f) A secured party that renpves an accession from other goods
under subdivision (e) shall pronptly reinmburse any hol der of a
security interest or other lien on, or owner of, the whole or of the
ot her goods, other than the debtor, for the cost of repair of any
physical injury to the whole or the other goods. The secured party
need not reinburse the holder or owner for any dininution in value of
t he whol e or the other goods caused by the absence of the accession
removed or by any necessity for replacing it. A person entitled to
rei mhursenent may refuse perm ssion to renove until the secured party
gi ves adequat e assurance for the perfornmance of the obligation to
rei mbur se.

9336. (a) In this section, "comm ngled goods" means goods t hat
are physically united with other goods in such a nmanner that their
identity is lost in a product or mass.

(b) A security interest does not exist in conmingled goods as
such. However, a security interest may attach to a product or nass
that results when goods become conmi ngl ed goods.

(c) If collateral beconmes conmm ngl ed goods, a security interest
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attaches to the product or nmass.

(d) If a security interest in collateral is perfected before the
col l ateral becones commi ngl ed goods, the security interest that
attaches to the product or nass under subdivision (c) is perfected.

(e) Except as otherwi se provided in subdivision (f), the other
provi sions of this chapter determine the priority of a security
interest that attaches to the product or nass under subdivision (c).

(f) If nore than one security interest attaches to the product or
mass under subdivision (c), the following rules determ ne priority:

(1) A security interest that is perfected under subdivision (d)
has priority over a security interest that is unperfected at the tine
the coll ateral becones conm ngl ed goods.

(2) If nore than one security interest is perfected under
subdi vision (d), the security interests rank equally in proportion to
value of the collateral at the tine it became conm ngl ed goods.

9337. If, while a security interest in goods is perfected by any
nmet hod under the |aw of another jurisdiction, this state issues a
certificate of title that does not show that the goods are subject to
the security interest or contain a statenment that they may be
subject to security interests not shown on the certificate both of
the followi ng apply:

(1) A buyer of the goods, other than a person in the business of
selling goods of that kind, takes free of the security interest if
the buyer gives value and receives delivery of the goods after
i ssuance of the certificate and w thout knowl edge of the security
i nterest.

(2) The security interest is subordinate to a conflicting security
interest in the goods that attaches, and is perfected under
subdi vision (b) of Section 9311, after issuance of the certificate
and wi thout the conflicting secured party's know edge of the security
i nterest.

9338. If a security interest or agricultural lien is perfected by
a filed financing statenment providing i nformati on described in
par agraph (5) of subdivision (b) of Section 9516 which is incorrect
at the time the financing statenent is filed both of the follow ng
apply:

(1) The security interest or agricultural lien is subordinate to a
conflicting perfected security interest in the collateral to the
extent that the holder of the conflicting security interest gives
val ue in reasonabl e reliance upon the incorrect infornmation.

(2) A purchaser, other than a secured party, of the collatera
takes free of the security interest or agricultural lien to the
extent that, in reasonable reliance upon the incorrect infornmation
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the purchaser gives value and, in the case of chattel paper
docunents, goods, instruments, or a security certificate, receives
delivery of the collateral.

9339. This division does not preclude subordination by agreenent
by a person entitled to priority.

9340. (a) Except as otherwi se provided in subdivision (c), a bank
with which a deposit account is maintained may exercise any right of
recouprment or setoff against a secured party that holds a security
interest in the deposit account.

(b) Except as otherwi se provided in subdivision (c), the
application of this division to a security interest in a deposit
account does not affect a right of recoupnent or setoff of the
secured party as to a deposit account maintained with the secured
party.

(c) The exercise by a bank of a setoff against a deposit account
is ineffective against a secured party that holds a security interest
in the deposit account which is perfected by control under paragraph
(3) of subdivision (a) of Section 9104, if the setoff is based on a
cl ai m agai nst the debtor.

9341. Except as otherw se provided in subdivision (c) of Section
9340, and unl ess the bank otherw se agrees in an authenticated
record, a bank's rights and duties with respect to a deposit account
mai ntai ned with the bank are not terninated, suspended, or nodified
by any of the follow ng:

(1) The creation, attachnment, or perfection of a security interest
in the deposit account.

(2) The bank's know edge of the security interest.

(3) The bank's receipt of instructions fromthe secured party.

9342. This division does not require a bank to enter into an
agreenent of the kind described in paragraph (2) of subdivision (a)
of Section 9104, even if its customer so requests or directs. A bank
that has entered into such an agreement is not required to confirm
t he existence of the agreement to another person unless requested to
do so by its custoner.

CHAPTER 4. RIGHTS OF TH RD PARTI ES

9401. (a) Except as otherw se provided in subdivision (b) and in
Sections 9406, 9407, 9408, and 9409, whether a debtor's rights in
collateral may be voluntarily or involuntarily transferred is
governed by | aw other than this division

(b) An agreenent between the debtor and secured party which
prohibits a transfer of the debtor's rights in collateral or makes
the transfer a default does not prevent the transfer fromtaking
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effect.

9402. The existence of a security interest, agricultural lien, or
authority given to a debtor to dispose of or use collateral, wthout
nore, does not subject a secured party to liability in contract or
tort for the debtor's acts or om ssions.

9403. (a) In this section, "value" has the nmeaning provided in
subdi vi sion (a) of Section 3303.

(b) Except as otherw se provided in this section, an agreenent
bet ween an account debtor and an assignor not to assert against an
assignee any claimor defense that the account debtor may have
agai nst the assignor is enforceable by an assignee that takes an
assignnent that satisfies all of the foll owi ng conditions:

(1) It is taken for val ue.

(2) It is taken in good faith.

(3) It is taken without notice of a claimof a property or
possessory right to the property assigned.

(4) It is taken without notice of a defense or claimin recoupnent
of the type that nmay be asserted against a person entitled to
enforce a negotiable instrument under subdivision (a) of Section
3305.

(c) Subdivision (b) does not apply to defenses of a type that may
be asserted against a holder in due course of a negotiable instrunent
under subdivision (b) of Section 3305.

(d) I'n a consuner transaction, if a record evidences the account
debtor's obligation, law other than this division requires that the
record include a statenent to the effect that the rights of an
assignee are subject to clains or defenses that the account debtor
coul d assert against the original obligee, and the record does not
i ncl ude such a statenent, then both of the foll ow ng apply:

(1) The record has the sanme effect as if the record included such
a statenent.

(2) The account debtor nay assert agai hst an assi gnee those clains
and defenses that woul d have been available if the record included
such a statenent.

(e) This section is subject to law other than this division which
establishes a different rule for an account debtor who is an
i ndi vi dual and who incurred the obligation primarily for personal
fam |y, or househol d purposes.

(f) Except as otherw se provided in subdivision (d), this section
does not displace | aw other than this division which gives effect to
an agreenment by an account debtor not to assert a claimor defense
agai nst an assignee.

9404. (a) Unless an account debtor has nade an enforceabl e
agreenent not to assert defenses or clains, and subject to
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subdi visions (b) to (e), inclusive, the rights of an assignhee are
subject to both of the follow ng:

(1) Al terns of the agreement between the account debtor and
assignor and any defense or claimin recoupnent arising fromthe
transaction that gave rise to the contract.

(2) Any other defense or claimof the account debtor against the
assi gnor which accrues before the account debtor receives a
notification of the assignnent authenticated by the assignor or the
assi gnee.

(b) Subject to subdivision (c) and except as otherw se provided in
subdi vision (d), the claimof an account debtor agai nst an assi gnor
may be asserted agai nst an assignee under subdivision (a) only to
reduce the anobunt the account debtor owes.

(c) This section is subject to law other than this division which
establishes a different rule for an account debtor who is an
i ndi vi dual and who incurred the obligation primarily for personal
fam |y, or househol d purposes.

(d) I'n a consuner transaction, if a record evidences the account
debtor's obligation, law other than this division requires that the
record include a statenent to the effect that the account debtor's
recovery agai nst an assignee with respect to clains and defenses
agai nst the assignor may not exceed anmounts paid by the account
debt or under the record, and the record does not include such a
statenent, the extent to which a claimof an account debtor agai nst
the assignor may be asserted against an assignee is determined as if
the record included such a statenent.

(e) This section does not apply to an assignnent of a health care
i nsurance receivabl e.

9405. (a) A nodification of or substitution for an assigned
contract is effective against an assignee if nade in good faith. The
assi gnee acquires corresponding rights under the nodified or
substituted contract. The assignnent may provide that the
nodi fication or substitution is a breach of contract by the assignor

Thi s subdivision is subject to subdivisions (b) to (d), inclusive.

(b) Subdivision (a) applies to the extent that either of the
followi ng apply:

(1) The right to paynent or a part thereof under an assigned
contract has not been fully earned by performance.

(2) The right to paynment or a part thereof has been fully earned
by performance and the account debtor has not received notification
of the assignment under subdivision (a) of Section 9406.

(c) This section is subject to |aw other than this division which
establishes a different rule for an account debtor who is an
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i ndi vi dual and who incurred the obligation primarily for personal
fam |y, or househol d purposes.

(d) This section does not apply to an assignnent of a health care
i nsurance receivabl e.

9406. (a) Subject to subdivisions (b) to (i), inclusive, an
account debtor on an account, chattel paper, or a paynent intangible
may di scharge its obligation by paying the assignor until, but not
after, the account debtor receives a notification, authenticated by
the assignor or the assignee, that the anmount due or to becone due
has been assigned and that paynent is to be nmade to the assignee.
After receipt of the notification, the account debtor nay di scharge
its obligation by paying the assignee and may not discharge the
obligation by paying the assignor

(b) Subject to subdivision (h), notification is ineffective under
subdi vision (a) as follows:

(1) If it does not reasonably identify the rights assigned.

(2) To the extent that an agreenent between an account debtor and
a seller of a paynent intangible limts the account debtor's duty to
pay a person other than the seller and the limtation is effective
under |aw other than this division

(3) At the option of an account debtor, if the notification
notifies the account debtor to nake less than the full amount of any
installnent or other periodic paynent to the assignee, even if any of
the followi ng conditions is satisfied:

(A) Only a portion of the account, chattel paper, or genera
i ntangi bl e has been assigned to that assignee.

(B) A portion has been assigned to another assignee.

(C The account debtor knows that the assignnent to that assignee
is limted.

(c) Subject to subdivision (h), if requested by the account
debtor, an assignee shall seasonably furnish reasonabl e proof that
t he assi gnment has been nade. Unless the assignee conplies, the
account debtor may discharge its obligation by paying the assignor
even if the account debtor has received a notification under
subdi vision (a).

(d) Except as otherw se provided in subdivision (e) and in
Secti ons 9407 and 10303, and subject to subdivision (h), a termin an
agreenent between an account debtor and an assignor or in a
prom ssory note is ineffective to the extent that it does either of
the foll ow ng:

(1) Prohibits, restricts, or requires the consent of the account
debtor or person obligated on the prom ssory note to the assignnent
or transfer of, or the creation, attachment, perfection, or
enforcenent of a security interest in, the account, chattel paper
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paynment intangi ble, or prom ssory note.

(2) Provides that the assignnent, transfer, creation, attachment,
perfection, or enforcement of the security interest may give rise to
a default, breach, right of recoupnent, claim defense, term nation
right of termnation, or remedy under the account, chattel paper
paynment intangi ble, or prom ssory note.

(e) Subdivision (d) does not apply to the sale of a paynent
i ntangi bl e or prom ssory note.

(f) Except as otherw se provided in Sections 9407 and 10303, and
subject to subdivisions (h) and (i), a rule of law, statute, or
regul ation, that prohibits, restricts, or requires the consent of a
governnent, governnental body or official, or account debtor to the
assignnent or transfer of, or creation of a security interest in, an
account or chattel paper is ineffective to the extent that the rule
of law, statute, or regulation does either of the follow ng:

(1) Prohibits, restricts, or requires the consent of the
governnent, governnental body or official, or account debtor to the
assignnent or transfer of, or the creation, attachnent, perfection
or enforcenment of a security interest in, the account or chatte
paper.

(2) Provides that the assignnent, transfer, creation, attachnent,
perfection, or enforcement of the security interest may give rise to
a default, breach, right of recoupnent, claim defense, term nation
right of termnation, or remedy under the account or chattel paper

(g) Subject to subdivision (h), an account debtor may not wai ve or
vary its option under paragraph (3) of subdivision (b).

(h) This section is subject to |law other than this division which
establishes a different rule for an account debtor who is an
i ndi vi dual and who incurred the obligation primarily for personal
famly, or househol d purposes.

(i) This section does not apply to an assignnent of a health care
i nsurance receivabl e.

9407. (a) Except as otherw se provided in subdivision (b), a term
in a lease agreenent is ineffective to the extent that it does
either of the follow ng:

(1) Prohibits, restricts, or requires the consent of a party to
the | ease to the assignment or transfer of, or the creation
attachnent, perfection, or enforcenent of a security interest in, an
interest of a party under the | ease contract or in the lessor's
residual interest in the goods.

(2) Provides that the assignnent, transfer, creation, attachment,
perfection, or enforcement of the security interest may give rise to
a default, breach, right of recoupnent, claim defense, term nation
right of termnation, or remedy under the |ease.
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(b) Except as otherw se provided in subdivision (g) of Section
10303, a term described in paragraph (2) of subdivision (a) is
effective to the extent that there is either of the follow ng:

(1) Atransfer by the | essee of the | essee's right of possession
or use of the goods in violation of the term

(2) A delegation of a material performance of either party to the
| ease contract in violation of the term

(c) The creation, attachment, perfection, or enforcenent of a
security interest in the lessor's interest under the | ease contract
or the lessor's residual interest in the goods is not a transfer that
materially inpairs the | essee's prospect of obtaining return
performance or nmaterially changes the duty of or materially increases
the burden or risk inposed on the | essee within the purview of
subdi vision (d) of Section 10303 unless, and then only to the extent
that, enforcenent actually results in a delegation of nateria
performance of the lessor. Even in that event, the creation
attachment, perfection, and enforcenent of the security interest
remai n effective.

9408. (a) Except as otherwi se provided in subdivision (b), a term
in a promssory note or in an agreenment between an account debtor
and a debtor which relates to a health care insurance receivable or a
general intangible, including a contract, permit, |icense, or
franchi se, and which termprohibits, restricts, or requires the
consent of the person obligated on the prom ssory note or the account
debtor to, the assignnment or transfer of, or the creation
attachment, or perfection of a security interest in, the promssory
note, health care insurance receivable, or general intangible, is
ineffective to the extent that the term does, or would do, either of
the foll ow ng:

(1) I't would inpair the creation, attachnment, or perfection of a
security interest.

(2) It provides that the assignnent, transfer, creation
attachment, or perfection of the security interest nay give rise to a
default, breach, right of recoupnent, claim defense, termnation
right of termnation, or remedy under the pronissory note, health
care insurance receivable, or general intangible.

(b) Subdivision (a) applies to a security interest in a paynent
i ntangi bl e or promissory note only if the security interest arises
out of a sale of the paynent intangible or prom ssory note.

(c) Arule of law, statute, or regulation, which prohibits,
restricts, or requires the consent of a governnent, governnental body
or official, person obligated on a promi ssory note, or account
debtor to the assignnent or transfer of, or the creation of a
security interest in, a prom ssory note, health care insurance
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recei vable, or general intangible, including a contract, permt,
Iicense, or franchise between an account debtor and a debtor, is
ineffective to the extent that the rule of law, statute, or
regul ati on does, or would do, either of the follow ng:

(1) I't would inpair the creation, attachnment, or perfection of a
security interest.

(2) It provides that the assignnent, transfer, creation
attachment, or perfection of the security interest nay give rise to a
default, breach, right of recoupnent, claim defense, termnation
right of termnation, or remedy under the proni ssory note, health
care insurance receivable, or general intangible.

(d) To the extent that a termin a prom ssory note or in an
agreenment between an account debtor and a debtor which relates to a
heal th care insurance receivable or general intangible or a rule of
|l aw, statute, or regulation described in subdivision (c) wuld be
effective under |law other than this division but is ineffective under
subdivision (a) or (c), all of the following rules apply with
respect to the creation, attachnent, or perfection of a security
interest in the prom ssory note, health care insurance receivable, or
general intangible:

(1) It is not enforceabl e agai nst the person obligated on the
promi ssory note or the account debtor

(2) It does not inmpose a duty or obligation on the person
obligated on the pronissory note or the account debtor

(3) It does not require the person obligated on the promn ssory
note or the account debtor to recognize the security interest, pay or
render perfornmance to the secured party, or accept paynent or
performance fromthe secured party.

(4) It does not entitle the secured party to use or assign the
debtor's rights under the prom ssory note, health care insurance
receivabl e, or general intangible, including any related infornmation
or materials furnished to the debtor in the transaction giving rise
to the promissory note, health care insurance receivable,

or general intangible.

(5) It does not entitle the secured party to use, assign, possess,
or have access to any trade secrets or confidential information of
the person obligated on the promnissory note or the account debtor

(6) It does not entitle the secured party to enforce the security
interest in the prom ssory note, health care insurance receivable, or
general intangible.

9409. (a) Atermin a letter of credit or a rule of law, statute,
regul ation, custom or practice applicable to the letter of credit
whi ch prohibits, restricts, or requires the consent of an applicant,

i ssuer, or noninated person to a beneficiary's assignnent of or
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creation of a security interest in a letter-of-credit right is
ineffective to the extent that the termor rule of |law, statute,
regul ati on, custom or practice does, or would do, either of the
fol | owi ng:

(1) I't would inpair the creation, attachnment, or perfection of a
security interest in the letter-of-credit right.

(2) It provides that the assignnent, creation, attachment, or
perfection of the security interest nmay give rise to a default,
breach, right of recoupnment, claim defense, termnation, right of
term nation, or renmedy under the letter-of-credit right.

(b) To the extent that a termin a letter of credit is ineffective
under subdivision (a) but would be effective under |aw other than
this division or a customor practice applicable to the letter of
credit, to the transfer of a right to draw or otherw se denand
performance under the letter of credit, or to the assignnment of a
right to proceeds of the letter of credit, all of the follow ng rules
apply with respect to the creation, attachment, or perfection of a
security interest in the letter-of-credit right:

(1) It is not enforceabl e agai nst the applicant, issuer, nomn nated
person, or transferee beneficiary.

(2) It inmposes no duties or obligations on the applicant, issuer
nomni nated person, or transferee beneficiary.

(3) It does not require the applicant, issuer, noninated person
or transferee beneficiary to recogni ze the security interest, pay or
render perfornance to the secured party, or accept paynment or other
performance fromthe secured party.

CHAPTER 5. FILING

9501. (a) Except as otherwi se provided in subdivision (b), if the
| ocal law of this state governs perfection of a security interest or
agricultural lien, the office in which to file a financing statenent
to perfect the security interest or agricultural lien is either of
the foll ow ng:

(1) The office designated for the filing or recording of a record
of a nortgage on the related real property, if either of the
following conditions is satisfied:

(A) The collateral is as-extracted collateral or tinber to be cut.

(B) The financing statenment is filed as a fixture filing and the
collateral is goods that are or are to becone fixtures.

(2) The office of the Secretary of State in all other cases,
including a case in which the collateral is goods that are or are to
becone fixtures and the financing statement is not filed as a fixture
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filing.
(b) The office in which to file a financing statement to perfect a
security interest in collateral, including fixtures, of a

transmitting utility is the office of the Secretary of State. The
financi ng statenment also constitutes a fixture filing as to the
collateral indicated in the financing statenent which is or is to
becone fixtures.

9502. (a) Subject to subdivision (b), a financing statenent is
sufficient only if it satisfies all of the follow ng conditions:

(1) It provides the nanme of the debtor

(2) It provides the name of the secured party or a representative
of the secured party.

(3) It indicates the collateral covered by the financing
st at ement .

(b) Except as otherw se provided in subdivision (b) of Section
9501, to be sufficient, a financing statenent that covers
as-extracted collateral or tinmber to be cut, or which is filed as a
fixture filing and covers goods that are or are to becone fixtures,
must satisfy subdivision (a) and also satisfy all of the follow ng
condi tions:

(1) Indicate that it covers this type of collateral

(2) Indicate that it is to be recorded in the real property
records.

(3) Provide a description of the real property to which the
collateral is related sufficient to give constructive notice of a
nmort gage under the law of this state if the description were
contained in a record of the nortgage of the real property.

(4) If the debtor does not have an interest of record in the rea
property, provide the nanme of a record owner.

(c) Arecord of a nortgage is effective, fromthe date of
recording, as a financing statenent filed as a fixture filing or as a
financing statement covering as-extracted collateral or tinber to be
cut only if all of the follow ng conditions are satisfied:

(1) The record indicates the goods or accounts that it covers.

(2) The goods are or are to becone fixtures related to the rea
property described in the record or the collateral is related to the
real property described in the record and is as-extracted collatera
or tinmber to be cut.

(3) The record conplies with the requirenments for a financing
statement in this section other than an indication that it is to be
filed in the real property records.

(4) The record is duly recorded.

(d) A financing statement may be filed before a security agreenent
is made or a security interest otherw se attaches.
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9503. (a) A financing statenent sufficiently provides the nanme of
the debtor only if it does so in accordance with the follow ng
rul es:

(1) If the debtor is a registered organization, only if the
fi nanci ng statenment provides the nane of the debtor indicated on the
public record of the debtor's jurisdiction of organization which
shows the debtor to have been organized.

(2) If the debtor is a decedent's estate, only if the financing
statenent provides the nanme of the decedent and indicates that the
debtor is an estate.

(3) If the debtor is a trust or a trustee acting with respect to
property held in trust, only if the financing statenent satisfies
both of the follow ng conditions:

(A It provides the nane specified for the trust in its organic
docunents or, if no nane is specified, provides the nane of the
settlor and additional information sufficient to distinguish the
debtor from other trusts having one or nore of the sane settlors.

(B) It indicates, in the debtor's nane or otherw se, that the
debtor is a trust or is a trustee acting with respect to property
held in trust.

(4) I'n other cases, according to the foll ow ng rules:

(A) If the debtor has a nanme, only if it provides the individua
or organi zati onal name of the debtor

(B) If the debtor does not have a nane, only if it provides the
nanmes of the partners, menbers, associates, or other persons
conpri sing the debtor.

(b) A financing statenent that provides the nane of the debtor in
accordance with subdivision (a) is not rendered ineffective by the
absence of either of the follow ng:

(1) A trade nanme or other nane of the debtor

(2) Unl ess required under subparagraph (B) of paragraph (4) of
subdi vision (a), nanes of partners, nmenbers, associates, or other
persons conprising the debtor.

(c) A financing statenent that provides only the debtor's trade
name does not sufficiently provide the nane of the debtor

(d) Failure to indicate the representative capacity of a secured
party or representative of a secured party does not affect the
sufficiency of a financing statenent.

(e) A financing statenent may provide the name of nore than one
debtor and the name of nore than one secured party.

9504. A financing statement sufficiently indicates the collatera
that it covers if the financing statenent provides either of the
fol | owi ng:

(1) A description of the collateral pursuant to Section 9108.
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(2) An indication that the financing statenment covers all assets
or all personal property.

9505. (a) A consignor, lessor, or other bailor of goods, a
licensor, or a buyer of a payment intangible or prom ssory note nay
file a financing statenment, or nay conply with a statute or treaty
described in subdivision (a) of Section 9311, using the terns

"consignor," "consignee," "lessor," "lessee," "bailor," "bailee,"
"l'icensor," "licensee," "owner," "registered owner," "buyer,"
"seller,” or words of similar inport, instead of the terns "secured

party"” and "debtor."

(b) This chapter applies to the filing of a financing statenent
under subdivision (a) and, as appropriate, to conpliance that is
equivalent to filing a financing statenent under subdivision (b) of
Section 9311, but the filing or conpliance is not of itself a factor
in determ ning whether the collateral secures an obligation. [If it
is determ ned for another reason that the collateral secures an
obligation, a security interest held by the consignor, |essor
bail or, owner, or buyer which attaches to the collateral is perfected
by the filing or conpliance.

9506. (a) A financing statenent substantially satisfying the
requi renents of this part is effective, even if it has mnor errors
or om ssions, unless the errors or omni ssions nake the financing
statenent seriously m sleading.

(b) Except as otherw se provided in subdivision (c), a financing
statenent that fails sufficiently to provide the name of the debtor
in accordance with subdivision (a) of Section 9503 is seriously
nm sl eadi ng.

(c) If a search of the records of the filing office under the
debtor's correct name, using the filing office's standard search
logic, if any, would disclose a financing statenent that fails
sufficiently to provide the nane of the debtor in accordance with
subdi vision (a) of Section 9503, the name provi ded does not make the
financing statenment seriously nisleading.

(d) For purposes of subdivision (b) of Section 9508, the "debtor's
correct name" in subdivision (c) nmeans the correct nanme of the new
debt or.

9507. (a) Afiled financing statenment remains effective with

respect to collateral that is sold, exchanged, |eased, |icensed, or
ot herwi se di sposed of and in which a security interest or
agricultural lien continues, even if the secured party knows of or

consents to the disposition.

(b) Except as otherw se provided in subdivision (c) and in Section
9508, a financing statenment is not rendered ineffective if, after
the financing statenment is filed, the information provided in the
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fi nanci ng statenment beconmes seriously m sl eadi ng under Section 9506

(c) If a debtor so changes its name that a filed financing
statement becones seriously nisleading under Section 9506, the
follow ng rules apply:

(1) The financing statenment is effective to perfect a security
interest in collateral acquired by the debtor before, or within four
nonths after, the change.

(2) The financing statement is not effective to perfect a security
interest in collateral acquired by the debtor nore than four nonths
after the change, unless an amendnent to the financing statenent
whi ch renders the financing statement not seriously nmisleading is
filed within four nmonths after the change.

9508. (a) Except as otherwise provided in this section, a filed
fi nanci ng statenment naming an original debtor is effective to perfect
a security interest in collateral in which a new debtor has or
acquires rights to the extent that the financing statement woul d have
been effective had the original debtor acquired rights in the
col | at eral

(b) If the difference between the nane of the original debtor and
that of the new debtor causes a filed financing statenment that is
ef fective under subdivision (a) to be seriously mnisleading under
Section 9506, the follow ng rules apply:

(1) The financing statenment is effective to perfect a security
interest in collateral acquired by the new debtor before, and within
four nmonths after, the new debtor beconmes bound under subdivision (d)
of Section 9203.

(2) The financing statenent is not effective to perfect a security
interest in collateral acquired by the new debtor nore than four
mont hs after the new debtor becones bound under subdivision (d) of
Section 9203 unless an initial financing statenent providing the name
of the new debtor is filed before the expiration of that tine.

(c) This section does not apply to collateral as to which a filed
fi nanci ng statenment remai ns effective agai nst the new debtor under
subdi vision (a) of Section 9507.

9509. (a) A person nmay file an initial financing statement, an
anmendnment that adds collateral covered by a financing statenent, or
an amendment that adds a debtor to a financing statenent only if
either of the follow ng conditions is satisfied:

(1) The debtor authorizes the filing in an authenticated record.

(2) The person holds an agricultural lien that has becone
effective at the time of filing and the financing statenent covers
only collateral in which the person holds an agricultural lien

(b) By authenticating or becom ng bound as debtor by a security

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 124 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

agreenent, a debtor or new debtor authorizes the filing of an initial
financing statement, and an anendnent, covering both of the
fol | owi ng:

(1) The collateral described in the security agreenent.

(2) Property that becones collateral under paragraph (2) of
subdi vision (a) of Section 9315, whether or not the security
agreenment expressly covers proceeds.

(c) A person may file an anendrment other than an amendnent that
adds collateral covered by a financing statenent or an anendnent that
adds a debtor to a financing statenent only if either of the
followi ng conditions is satisfied:

(1) The secured party of record authorizes the filing.

(2) The amendnent is a ternination statement for a financing
statenent as to which the secured party of record has failed to file
or send a termnation statenment as required by subdivision (a) or (c)
of Section 9513, the debtor authorizes the filing, and the
term nation statenent indicates that the debtor authorized it to be
filed.

(d) If there is nore than one secured party of record for a
fi nanci ng statenment, each secured party of record nay authorize the
filing of an anmendnment under subdivision (c).

9510. (a) Afiled record is effective only to the extent that it
was filed by a person that may file it under Section 9509

(b) A record authorized by one secured party of record does not
affect the financing statenent with respect to another secured party
of record

(c) A continuation statement that is not filed within the
si x-nmonth period prescribed by subdivision (d) of Section 9515 is
i neffective.

9511. (a) A secured party of record with respect to a financing
statement is a person whose nane is provided as the name of the
secured party or a representative of the secured party in an initia
financing statement that has been filed. |If an initial financing
statenent is filed under subdivision (a) of Section 9514, the
assignee nanmed in the initial financing statenent is the secured
party of record with respect to the financing statenent.

(b) I'f an amendnent of a financing statement which provides the
nane of a person as a secured party or a representative of a secured
party is filed, the person named in the anendnent is a secured party
of record. |If an amendnent is filed under subdivision (b) of Section
9514, the assignee nanmed in the amendnent is a secured party of
record

(c) A person renains a secured party of record until the filing of
an anmendnment of the financing statenent which del etes the person
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9512. (a) Subject to Section 9509, a person nay add or del ete
collateral covered by, continue or term nate the effectiveness of,
or, subject to subdivision (e), otherwi se anend the information
provided in, a financing statement by filing an amendnment that does
both of the follow ng:

(1) ldentifies, by its file nunber, the initial financing
statenent to which the anmendnent rel ates.

(2) If the anmendnent relates to an initial financing statenent
filed or recorded in a filing office described in paragraph (1) of
subdi vision (a) of Section 9501, provides the date that the initial
financing statement was filed or recorded and the information
specified in subdivision (b) of Section 9502

(b) Except as otherw se provided in Section 9515, the filing of an
anendnent does not extend the period of effectiveness of the
fi nanci ng statenent.

(c) A financing statenment that is amended by an anendnent that
adds collateral is effective as to the added collateral only fromthe
date of the filing of the anendment.

(d) A financing statenment that is amended by an anendnent that
adds a debtor is effective as to the added debtor only fromthe date
of the filing of the anendnent.

(e) An amendnent is ineffective to the extent that it does either
of the follow ng:

(1) It purports to delete all debtors and fails to provide the
nanme of a debtor to be covered by the financing statenent.

(2) It purports to delete all secured parties of record and fails
to provide the nane of a new secured party of record.

9513. (a) A secured party shall cause the secured party of record
for a financing statenent to file a termnation statenent for the
financing statenment if the financing statenent covers consuner goods
and either of the following conditions is satisfied:

(1) There is no obligation secured by the collateral covered by
the financing statement and no commitnent to nake an advance, incur
an obligation, or otherw se give val ue.

(2) The debtor did not authorize the filing of the initial
financi ng statenent.

(b) To comply with subdivision (a), a secured party shall cause
the secured party of record to file the term nation statement in
accordance with either of the follow ng rules:

(1) Wthin one nonth after there is no obligation secured by the
collateral covered by the financing statement and no commitnent to
make an advance, incur an obligation, or otherw se give val ue.

(2) If earlier, within 20 days after the secured party receives an
aut henti cated demand from a debt or
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(c) I'n cases not governed by subdivision (a), within 20 days after
a secured party receives an authenticated demand from a debtor, the
secured party shall cause the secured party of record for a financing
statenent to send to the debtor a termination statement for the
financing statenment or file the ternmination statement in the filing
office if any of the following conditions is satisfied:

(1) Except in the case of a financing statenent covering accounts
or chattel paper that has been sold or goods that are the subject of
a consignnment, there is no obligation secured by the collatera
covered by the financing statenent and no commitnment to nmake an
advance, incur an obligation, or otherw se give val ue.

(2) The financing statenent covers accounts or chattel paper that
has been sold but as to which the account debtor or other person
obl i gated has discharged its obligation

(3) The financing statenent covers goods that were the subject of
a consignnment to the debtor but are not in the debtor’'s possession

(4) The debtor did not authorize the filing of the initial
financi ng statenent.

(d) Except as otherw se provided in Section 9510, upon the filing
of atermnation statenent with the filing office, the financing
Sstatement to which the term nation statenent rel ates ceases to be
ef fective.

9514. (a) Except as otherw se provided in subdivision (c), an
initial financing statement may refl ect an assignnent of all of the
secured party's power to authorize an anendnent to the financing
statenent by providing the name and nailing address of the assignee
as the nane and address of the secured party.

(b) Except as otherw se provided in subdivision (c), a secured
party of record may assign all or part of its power to authorize an
anendnent to a financing statenent by filing in the filing office an
amendnment of the financing statement which does all of the follow ng:

(1) ldentifies, by its file nunmber, the initial financing
statement to which it rel ates.

(2) Provides the nane of the assignor

(3) Provides the name and nailing address of the assignee.

(c) An assignnent of record of a security interest in a fixture
covered by a record of a nortgage which is effective as a financing
statenent filed as a fixture filing under subdivision (c) of Section
9502 nay be made only by an assignnment of record of the nortgage in
t he manner provided by law of this state other than the Uniform
Conmrer ci al Code.

9515. (a) Except as otherw se provided in subdivisions (b), (e),
(f), and (g), a filed financing statenent is effective for a period
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of five years after the date of filing.

(b) Except as otherw se provided in subdivisions (e), (f), and
(g), an initial financing statenent filed in connection with a public
finance transaction or manufactured hone transaction is effective
for a period of 30 years after the date of filing if it indicates
that it is filed in connection with a public finance transaction or
manuf act ured hone transacti on.

(c) The effectiveness of a filed financing statenent |apses on the
expiration of the period of its effectiveness unless before the
| apse a continuation statenent is filed pursuant to subdivision (d).
Upon | apse, a financing statenment ceases to be effective and any
security interest or agricultural lien that was perfected by the
financi ng statenment becones unperfected, unless the security interest
is perfected otherwise. |If the security interest or agricultura
i en becones unperfected upon | apse, it is deemed never to have been
perfected as against a purchaser of the collateral for val ue.

(d) A continuation statement may be filed only within six nonths
before the expiration of the five-year period specified in
subdi vision (a) or the 30-year period specified in subdivision (b),
whi chever is applicable.

(e) Except as otherwi se provided in Section 9510, upon tinely
filing of a continuation statenent, the effectiveness of the initia
financing statement continues for a period of five years comrenci ng
on the day on which the financing statenent woul d have becone
ineffective in the absence of the filing. Upon the expiration of the
five-year period, the financing statenent |apses in the sanme manner
as provided in subdivision (c), unless, before the | apse, another
continuation statenent is filed pursuant to subdivision (d).
Succeedi ng continuation statenments may be filed in the same manner to
continue the effectiveness of the initial financing statenent.

(f) If a debtor is a transnmitting utility and a filed financing
statement so indicates, the financing statement is effective until a
term nation statenent is filed.

(g) Arecord of a nortgage that is effective as a financing
statenent filed as a fixture filing under subdivision (c) of Section
9502 renmins effective as a financing statenent filed as a fixture
filing until the nortgage is released or satisfied of record or its
ef fectiveness otherwi se terninates as to the real property.

9516. (a) Except as otherw se provided in subdivision (b),
comuni cation of a record to a filing office and tender of the filing
fee or acceptance of the record by the filing office constitutes
filing.

(b) Filing does not occur with respect to a record that a filing
office refuses to accept because of any of the follow ng:
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(1) The record is not comruni cated by a nmethod or medi um of
communi cation authorized by the filing office.

(2) An ampunt equal to or greater than the applicable filing fee
i s not tendered.

(3) The filing office is unable to index the record because of any
of the follow ng:

(A) In the case of an initial financing statenment, the record does
not provide a nanme for the debtor

(B) I'n the case of an amendnment or correction statenent, either of
the follow ng applies with respect to the record:

(i) It does not identify the initial financing statenment as
requi red by Section 9512 or 9518, as applicable.

(ii) It identifies an initial financing statenent whose
ef fectiveness has | apsed under Section 9515

(© In the case of an initial financing statenent that provides
the nane of a debtor identified as an individual or an amendnent that
provi des a nane of a debtor identified as an individual which was
not previously provided in the financing statenent to which the
record relates, the record does not identify the debtor's |ast name.

(D) I'n the case of a record filed or recorded in the filing office
descri bed in paragraph (1) of subdivision (a) of Section 9501, the
record does not provide a sufficient description of the real property
to which it rel ates.

(4) In the case of an initial financing statenent or an anendnent
that adds a secured party of record, the record does not provide a
nane and mailing address for the secured party of record.

(5) In the case of an initial financing statement or an amendnent
that provides a nane of a debtor which was not previously provided in
the financing statement to which the amendnent relates, the record
does not do any of the follow ng:

(A) Provide a mailing address for the debtor

(B) Indicate whether the debtor is an individual or an
or gani zati on.

(© If the financing statenent indicates that the debtor is an
organi zation, provide any of the follow ng:

(i) A type of organization for the debtor

(ii) Ajurisdiction of organization for the debtor

(iii) An organizational identification nunber for the debtor or
i ndi cate that the debtor has none.

(6) In the case of an assignnent reflected in an initial financing
statement under subdivision (a) of Section 9514 or an anendnent
filed under subdivision (b) of Section 9514, the record does not
provi de a nanme and nmiling address for the assignee.
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(7) I'n the case of a continuation statenent, the record is not
filed within the six-nonth period prescribed by subdivision (d) of
Section 9515.

(c) For purposes of subdivision (b), both of the follow ng rules
apply:

(1) A record does not provide information if the filing office is
unabl e to read or deci pher the information

(2) Arecord that does not indicate that it is an anendnent or
identify an initial financing statement to which it relates, as
requi red by Section 9512, 9514, or 9518, is an initial financing
st at ement .

(d) Arecord that is conmunicated to the filing office with tender
of the filing fee, but which the filing office refuses to accept for
a reason other than one set forth in subdivision (b), is effective
as a filed record except as against a purchaser of the collatera
whi ch gives value in reasonable reliance upon the absence of the
record fromthe files.

9517. The failure of the filing office to index a record
correctly does not affect the effectiveness of the filed record.

9518. (a) A person nay file in the filing office a correction
statenent with respect to a record i ndexed there under the person's
nanme if the person believes that the record is inaccurate or was
wongfully filed.

(b) A correction statenment must do all of the follow ng:

(1) ldentify the record to which it relates by both of the
fol | owi ng:

(A) The file nunber assigned to the initial financing statenent to
which the record rel ates.

(B) If the correction statenment relates to a record filed or
recorded in a filing office described in paragraph (1) of subdivision
(a) of Section 9501, the date that the initial financing statenent
was filed or recorded and the information specified in subdivision
(b) of Section 9502.

(2) Indicate that it is a correction statenent.

(3) Provide the basis for the person's belief that the record is
i naccurate and indicate the nanner in which the person believes the
record shoul d be anended to cure any inaccuracy or provide the basis
for the person's belief that the record was wongfully fil ed.

(c) The filing of a correction statenent does not affect the
effectiveness of an initial financing statenment or other filed
record

9519. (a) For each record filed in a filing office, the filing
office shall do all of the follow ng:

(1) Assign a unique nunber to the filed record.
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(2) Create a record that bears the nunber assigned to the filed
record and the date and tinme of filing.

(3) Maintain the filed record for public inspection

(4) Index the filed record in accordance w th subdivisions (c),
(d), and (e).

(b) Except as otherw se provided in subdivision (i), a file nunber
assigned after January 1, 2002, rmust include a digit that:

(1) I's mathematically derived fromor related to the other digits
of the file number.

(2) Enables the filing office to detect whether a nunber
comuni cated as the file nunber includes a single-digit or
transpositional error

(c) Except as otherwi se provided in subdivisions (d) and (e), the
filing office shall do both of the follow ng:

(1) I'ndex an initial financing statenent according to the nanme of
the debtor and index all filed records relating to the initia
financing statement in a nanner that associates with one another an
initial financing statenent and all filed records relating to the
initial financing statenent.

(2) Index a record that provides a nanme of a debtor which was not
previously provided in the financing statement to which the record
relates also according to the nane that was not previously provided.

(d) If a financing statenment is filed as a fixture filing or
covers as-extracted collateral or tinmber to be cut, it nust be
recorded and the filing office shall index it in accordance with both
of the follow ng rules:

(1) Under the nanes of the debtor and of each owner of record
shown on the financing statenent as if they were the nortgagors under
a nortgage of the real property descri bed.

(2) To the extent that the law of this state provides for indexing
of records of nortgages under the nane of the nortgagee, under the
nane of the secured party as if the secured party were the nortgagee
thereunder, or, if indexing is by description, as if the financing
statenent were a record of a nortgage of the real property described.

(e) If a financing statement is filed as a fixture filing or
covers as-extracted collateral or tinmber to be cut, the filing office
shall index an assignnment filed under subdivision (a) of Section
9514 or an anendnent filed under subdivision (b) of Section 9514 in
accordance with both of the follow ng rules:

(1) Under the name of the assignor as grantor.

(2) To the extent that the law of this state provides for indexing
a record of the assignnent of a nortgage under the nanme of the
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assi gnee, under the nane of the assignee.

(f) The filing office shall maintain a capability to do both of
the follow ng:

(1) Retrieve a record by the nane of the debtor and by either of
the foll ow ng:

(A If the filing office is described in paragraph (1) of
subdi vision (a) of Section 9501, by the file nunber assigned to the
initial financing statenent to which the record relates and the date
that the record was filed or recorded.

(B) If the filing office is described in paragraph (2) of
subdi vision (a) of Section 9501, by the file nunber assigned to the
initial financing statenent to which the record rel ates.

(2) Associate and retrieve with one another an initial financing
statenent and each filed record relating to the initial financing
st at ement .

(g) The filing office may not renove a debtor's name fromthe
index until one year after the effectiveness of a financing statenent
nam ng the debtor | apses under Section 9515 with respect to al
secured parties of record.

(h) Except as otherwi se provided in subdivision (i), the filing
office shall performthe acts required by subdivisions (a) to (e),
inclusive, at the tine and in the manner prescribed by filing-office
rule, but not later than two business days after the filing office
receives the record in question

(i) Subdivisions (b) and (h) do not apply to a filing office
descri bed in paragraph (1) of subdivision (a) of Section 9501

9520. (a) Afiling office shall refuse to accept a record for
filing for a reason set forth in subdivision (b) of Section 9516 and
may refuse to accept a record for filing only for a reason set forth
i n subdivision (b) of Section 9516.

(b) If afiling office refuses to accept a record for filing, it
shal | comuni cate to the person that presented the record the fact of
and reason for the refusal and the date and tine the record would
have been filed had the filing office accepted it. The comrunication
shall be nmade at the tinme and in the manner prescribed by
filing-office rule, but in the case of a filing office described in
paragraph (2) of subdivision (a) of Section 9501, in no event nore
than two business days after the filing office receives the record.

(c) Afiled financing statenment satisfying subdivisions (a) and
(b) of Section 9502 is effective, even if the filing office is
required to refuse to accept it for filing under subdivision (a).
However, Section 9338 applies to a filed financing statenent
providing i nformati on described in paragraph (5) of subdivision (b)
of Section 9516 which is incorrect at the tinme the financing
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statement is filed.

(d) I'f a record conmunicated to a filing office provides
information that relates to nore than one debtor, this chapter
applies as to each debtor separately.

9521. (a) Afiling office that accepts witten records may not
refuse to accept a witten initial financing statement in the
following formand format except for a reason set forth in
subdi vi sion (b) of Section 9516:

(b) Afiling office that accepts witten records nay not refuse to
accept a witten record in the following formand format except for
a reason set forth in subdivision (b) of Section 9516:

9522. (a) The filing office shall maintain a record of the
information provided in a filed financing statenent for at |east one
year after the effectiveness of the financing statenent has | apsed
under Section 9515 with respect to all secured parties of record.
The record shall be retrievable by using the name of the debtor and
ei ther of the follow ng:

(1) If the record was filed or recorded in a filing office
descri bed in paragraph (1) of subdivision (a) of Section 9501, by
using the file nunber assigned to the initial financing statenment to
which the record relates and the date the record was filed or
recorded.

(2) If the record was filed in a filing office described in
par agraph (2) of subdivision (a) of Section 9501, by using the file
nunber assigned to the initial financing statement to which the
record rel ates.

(b) Except to the extent that a statute governing disposition of
public records provides otherwise, the filing office inmediately may
destroy any witten record evidencing a financing statenent.

However, if the filing office destroys a witten record, it shal
mai ntai n another record of the financing statenent which conplies
wi t h subdivision (a).

9523. (a) If a person that files a witten record requests an
acknow edgnment of the filing, the filing office shall send to the
person an inage of the record showi ng the number assigned to the
record pursuant to paragraph (1) of subdivision (a) of Section 9519
and the date and time of the filing of the record. However, if the
person furnishes a copy of the record to the filing office, the
filing office may instead do both of the foll ow ng:

(1) Note upon the copy the nunber assigned to the record pursuant
to paragraph (1) of subdivision (a) of Section 9519 and the date and
tinme of the filing of the record.

(2) Send the copy to the person.

(b) If a person files a record other than a witten record, the
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filing office shall comunicate to the person an acknow edgnent that
provides all of the follow ng information

(1) The information in the record.

(2) The nunber assigned to the record pursuant to paragraph (1) of
subdi vision (a) of Section 9519.

(3) The date and tinme of the filing of the record.

(c) The filing office shall comuni cate or otherw se nmake
available in a record all of the followi ng information to any person
that requests it:

(1) Whether there is on file on a date and tine specified by the
filing office, but not a date earlier than three business days before
the filing office receives the request, any financing statenent that
satisfies all of the follow ng conditions:

(A) It designates a particular debtor or, if the request so
states, designates a particular debtor at the address specified in
the request.

(B) It has not |apsed under Section 9515 with respect to al
secured parties of record.

(C© If the request so states, it has | apsed under Section 9515 and
a record of which is maintained by the filing office under
subdi vision (a) of Section 9522.

(2) The date and tine of filing of each financing statenent.

(3) The information provided in each financing statenent.

(d) I'n conplying with its duty under subdivision (c), the filing
of fice may comuni cate information in any nmedium However, if
requested, the filing office shall comrunicate information by issuing
its witten certificate.

(e) The filing office described in paragraph (2) of subdivision
(a) of Section 9501 shall performthe acts required by subdivisions
(a) to (d), inclusive, at the tine and in the manner prescribed by
filing-office rule, but not later than two business days after the
filing office receives the request.

(f) At least weekly, the filing office described in paragraph (2)
of subdivision (a) of Section 9501 shall offer to sell or license to
the public on a nonexclusive basis, in bulk, copies of all records
filed in it under this chapter, in every nediumfromtinme to tine
available to the filing office.

9524. Delay by the filing office beyond a tine lint prescribed
in this chapter is excused if both of the followi ng conditions are
satisfied:

(1) The delay is caused by interruption of conmmunication or
conputer facilities, war, energency conditions, failure of equipnent,
or other circunstances beyond control of the filing office.

(2) The filing office exercises reasonable diligence under the
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ci rcumst ances.

9525. (a) Except as otherw se provided in subdivision (d), the
fee for filing and indexing a record under this chapter, other than
an initial financing statenent of the kind described in subdivision
(c) of Section 9502, is as follows:

(1) Ten dollars ($10) if the record is conmmunicated in witing and
consi sts of one or two pages.

(2) Twenty dollars ($20) if the record is comrunicated in witing
and consists of nore than two pages.

(3) Five dollars ($5) if the record is conmmuni cated by anot her
medi um aut hori zed by a rule adopted by the filing office.

(b) The nunber of nanes required to be indexed does not affect the
amount of the fee in subdivision (a).

(c) The fee for responding to a request for information fromthe
filing office, including for issuing a certificate show ng whet her
there is on file any financing statenment naming a particul ar debtor
is as foll ows:

(1) Ten dollars ($10) if the request is communicated in witing.

(2) Five dollars ($5) if the request is comunicated by another
medi um aut hori zed by a rule adopted by the filing office.

(d) This section does not require a fee with respect to a record
of a nortgage which is effective as a financing statenent filed as a
fixture filing or as a financing statenment covering as-extracted
collateral or tinber to be cut under subdivision (c) of Section 9502

However, the recording and satisfaction fees that otherw se would
be applicable to the record of the nortgage apply.

9526. (a) The Secretary of State shall adopt and publish rules to
i mpl ement this division. The filing-office rules shall be
consistent with this division.

(b) To keep the filing-office rules and practices of the filing
office in harmony with the rules and practices of filing offices in
other jurisdictions that enact substantially this chapter, and to
keep the technol ogy used by the filing office conpatible with the
technol ogy used by filing offices in other jurisdictions that enact
substantially this chapter, the Secretary of State, so far as is
consistent with the purposes, policies, and provisions of this
di vision, in adopting, amending, and repealing filing-office rules,
shall do all of the follow ng:

(1) Consult with filing offices in other jurisdictions that enact
substantially this chapter.

(2) Consult the nost recent version of the Mddel Rul es promul gated
by the International Association of Corporate Adm nistrators or any
successor organi zation.

(3) Take into consideration the rules and practices of, and the
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technol ogy used by, filing offices in other jurisdictions that enact
substantially this chapter.

9527. The Secretary of State shall report annually on or before
January 31 to the Legislature on the operation of the filing office.
The report nust contain a statenent of the extent to which both of
the foll ow ng apply:

(1) The filing-office rules are not in harnony with the rules of
filing offices in other jurisdictions that enact substantially this
chapter and the reasons for these variations.

(2) The filing-office rules are not in harnmony with the nost
recent version of the Mbdel Rules promulgated by the Internationa
Associ ation of Corporate Administrators, or any successor
organi zation, and the reasons for these variations.

9528. Upon request of any person, the Secretary of State shal
i ssue a combined certificate showing the information as to financing
statenents as specified in Section 9523, the information as to state
tax liens as specified in Section 7226 of the Governnent Code, the
information as to attachment liens as specified in Sections 488. 375
and 488.405 of the Code of Civil Procedure, the information as to
judgnment liens as specified in Section 697.580 of the Code of GCivi
Procedure, and the information as to federal liens as specified in
Section 2103 of the Code of Civil Procedure.

CHAPTER 6. DEFAULT

9601. (a) After default, a secured party has the rights provided
in this chapter and, except as otherw se provided in Section 9602
those rights provided by agreenent of the parties. A secured party
may do both of the follow ng:

(1) Reduce a claimto judgnent, foreclose, or otherw se enforce
the claim security interest, or agricultural lien by any available
judicial procedure.

(2) If the collateral is documents, proceed either as to the
docunents or as to the goods they cover

(b) A secured party in possession of collateral or control of
col l ateral under Section 9104, 9105, 9106, or 9107 has the rights and
duties provided in Section 9207.

(c) The rights under subdivisions (a) and (b) are cunul ative and
may be exercised simnultaneously.

(d) Except as otherwi se provided in subdivision (g) and in Section
9605, after default, a debtor and an obligor have the rights
provided in this chapter and by agreement of the parties.

(e) If a secured party has reduced its claimto judgment, the lien
of any levy that may be nade upon the collateral by virtue of an
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execution based upon the judgnment relates back to the earliest of any
of the follow ng:
(1) The date of perfection of the security interest or

agricultural lien in the collateral
(2) The date of filing a financing statement covering the
col | at eral

(3) Any date specified in a statute under which the agricultura
lien was created

(f) A sale pursuant to an execution is a foreclosure of the
security interest or agricultural lien by judicial procedure within
the neaning of this section. A secured party nay purchase at the
sale and thereafter hold the collateral free of any other
requi renents of this division

(g) Except as otherw se provided in subdivision (c) of Section
9607, this part inmposes no duties upon a secured party that is a
consignor or is a buyer of accounts, chattel paper, paynent
i ntangi bl es, or promnissory notes.

9602. Except as otherwi se provided in Section 9624, to the extent
that they give rights to a debtor or obligor and inpose duties on a
secured party, the debtor or obligor may not waive or vary the rules
stated in the following |isted sections:

(1) Subparagraph (C) of paragraph (4) of subdivision (b) of
Section 9207, which deals with use and operation of the collateral by
the secured party.

(2) Section 9210, which deals with requests for an accounting and
requests concerning a list of collateral and statenent of account.

(3) Subdivision (c) of Section 9607, which deals with collection
and enforcenent of collateral

(4) Subdivision (a) of Section 9608 and subdivision (c) of Section
9615 to the extent that they deal with application or paynment of
noncash proceeds of collection, enforcenent, or disposition

(5) Subdivision (a) of Section 9608 and subdivision (d) of Section
9615 to the extent that they require accounting for or paynent of
surpl us proceeds of collateral

(6) Section 9609 to the extent that it inposes upon a secured
party that takes possession of collateral wthout judicial process
the duty to do so without breach of the peace

(7) Subdivision (b) of Section 9610, and Sections 9611, 9613, and
9614, which deal with disposition of collateral

(8) Subdivision (f) of Section 9615, which deals with calcul ation
of a deficiency or surplus when a disposition is nade to the secured
party, a person related to the secured party, or a secondary obligor

(9) Section 9616, which deals with explanation of the cal cul ation
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of a surplus or deficiency.

(10) Section 9620, 9621, and 9622, which deal with acceptance of
collateral in satisfaction of obligation

(11) Section 9623, which deals with redenption of collateral

(12) Section 9624, which deals with perm ssible waivers.

(13) Sections 9625 and 9626, which deal with the existence of a
deficiency and with the secured party's liability for failure to
conply with this division.

9603. (a) The parties may determ ne by agreenent the standards
measuring the fulfillnment of the rights of a debtor or obligor and
the duties of a secured party under a rule stated in Section 9602 if
the standards are not nmnifestly unreasonable.

(b) Subdivision (a) does not apply to the duty under Section 9609
to refrain from breachi ng the peace.

9604. (a) If an obligation secured by a security interest in
personal property or fixtures is also secured by an interest in rea
property or an estate therein:

(1) The secured party may do any of the foll ow ng:

(A) Proceed, in any sequence, (i) in accordance with the secured
party's rights and renedies in respect of real property as to the
real property security, and (ii) in accordance with this chapter as
to the personal property or fixtures.

(B) Proceed in any sequence, as to both, sone, or all of the rea
property and sone or all of the personal property or fixtures in
accordance with the secured party's rights and remedies in respect of
the real property, by including the portion of the personal property
or fixtures selected by the secured party in the judicial or
nonj udi ci al foreclosure of the real property in accordance with the
procedures applicable to real property. In proceeding under this
subpar agraph, (i) no provision of this chapter other than this
subpar agraph, subparagraph (C) of paragraph (4), and paragraphs (7)
and (8) shall apply to any aspect of the foreclosure; (ii) a power of
sal e under the deed of trust or nortgage shall be exercisable with
respect to both the real property and the personal property or
fixtures being sold; and (iii) the sale may be conducted by the
nort gagee under the nortgage or by the trustee under the deed of
trust. The secured party shall not be deened to have el ected
irrevocably to proceed as to both real property and personal property
or fixtures as provided in this subparagraph with respect to any
particul ar property, unless and until that particul ar property
actual ly has been di sposed of pursuant to a unified sale (judicial or
nonj udi ci al ) conducted in accordance with the procedures applicable
to real property, and then only as to the property so sold.

(C Proceed, in any sequence, as to part of the personal property
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or fixtures as provided in subparagraph (A), and as to other of the
personal property or fixtures as provided in subparagraph (B)

(2) (A) Except as otherw se provided in paragraph (3), provisions
and limtations of any | aw respecting real property and obligations
secured by an interest in real property or an estate therein,

i ncluding, but not Iimted to, Section 726 of the Code of Givi
Procedure, provisions regarding accel eration or reinstatenent of
obligations secured by an interest in real property or an estate
therein, prohibitions against deficiency judgnents, limtations on
deficiency judgnments based on the val ue of the coll ateral
limtations on the right to proceed as to collateral, and

requi renents that a creditor resort either first or at all toits
security, do not in any way apply to either (i) any personal property
or fixtures other than personal property or fixtures as to which the
secured party has proceeded or is proceedi ng under subparagraph (B)
of paragraph (1), or (ii) the obligation

(B) Pursuant to, but without liniting subparagraph (A), in the
event that an obligation secured by personal property or fixtures
woul d ot herwi se beconme unenforceabl e by reason of Section 726 of the
Code of Civil Procedure or any requirenment that a creditor resort
first to its security, then, notw thstandi ng that section or any
simlar requirement, the obligation shall neverthel ess renain
enforceable to the full extent necessary to permit a secured party to
proceed agai nst personal property or fixtures securing the
obligation in accordance with the secured party's rights and renedies
as permtted under this chapter

(3) (A) Paragraph (2) does not limt the application of Section
580b of the Code of Civil Procedure.

(B) If the secured party commences an action, as defined in
Section 22 of the Code of Civil Procedure, and the action seeks a
nonet ary judgnent on the debt, paragraph (2) does not prevent the
assertion by the debtor or an obligor of any right to require the
inclusion in the action of any interest in real property or an estate
therein securing the debt. |If a nonetary judgnent on the debt is
entered in the action, paragraph (2) does not prevent the assertion
by the debtor or an obligor of the subsequent unenforceability of the
encunbrance on any interest in real property or an estate therein
securing the debt and not included in the action

(C Nothing in paragraph (2) shall be construed to excuse
conpliance with Section 2924c of the Civil Code as a prerequisite to
the sale of real property, but that section has no application to the
right of a secured party to proceed as to personal property or
fixtures except, and then only to the extent that, the secured party
is proceeding as to personal property or fixtures in a unified sale
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as provided in subparagraph (B) of paragraph (1).

(D) Paragraph (2) does not deprive the debtor of the protection of
Section 580d of the Code of Civil Procedure against a deficiency
judgrment following a sale of the real property collateral pursuant to
a power of sale in a deed of trust or nortgage.

(E) Paragraph (2) shall not affect, nor shall it determ ne the
applicability or inapplicability of, any law respecting real property
or obligations secured in whole or in part by real property with
respect to a loan or a credit sale made to any individual primarily
for personal, fam |y, or househol d purposes.

(F) Paragraph (2) does not deprive the debtor or an obligor of the
protection of Section 580a of the Code of Civil Procedure follow ng
a sale of real property collateral

(G If the secured party violates any statute or rule of |aw that
requires a creditor who holds an obligation secured by an interest in
real property or an estate therein to resort first to its security
before resorting to any property of the debtor that does not secure
the obligation, paragraph (2) does not prevent the assertion by the
debtor or an obligor of any right to require correction of the
violation, any right of the secured party to correct the violation
or the assertion by the debtor or an obligor of the subsequent
unenforceability of the encunbrance on any interest in real property
or an estate therein securing the obligation, or the assertion by the
debtor or an obligor of the subsequent unenforceability of the
obligation except to the extent that the obligation is preserved by
subpar agraph (B) of paragraph (2).

(4) If the secured party realizes proceeds fromthe disposition of
collateral that is personal property or fixtures, the follow ng
provi sions shall apply:

(A) The disposition of the collateral, the realization of the
proceeds, the application of the proceeds, or any one or nore of the
foregoing shall not operate to cure any nonnonetary default.

(B) The disposition of the collateral, the realization of the
proceeds, the application of the proceeds, or any one or nore of the
foregoi ng shall not operate to cure any nonetary default (although
the application of the proceeds shall, to the extent of those
proceeds, satisfy the secured obligation) so as to affect in any way

the secured party's
rights and renedi es under this chapter with respect to any renaining
personal property or fixtures coll ateral

(C Al proceeds so realized shall be applied by the secured party
to the secured obligation in accordance with the agreement of the
parties and applicable I aw

(5) An action by the secured party utilizing any avail abl e
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judicial procedure shall in no way be affected by onission of a
prayer for a nmonetary judgment on the debt. Notwi thstanding Section
726 of the Code of Civil Procedure, any prohibition against splitting
causes of action or any other statute or rule of law, a judicia
action which neither seeks nor results in a nonetary judgment on the
debt shall not preclude a subsequent action seeking a nonetary

j udgrment on the debt or any other relief.

(6) As used in this subdivision, "nonetary judgment on the debt"
means a judgnment for the recovery fromthe debtor of all or part of
the principal amount of the secured obligation, including, for
pur poses of this subdivision, contractual interest thereon.

"Monetary judgnent on the debt" does not include a judgnment which
provides only for other relief (whether or not that other relief is
secured by the collateral), such as one or nore fornms of nonnonetary
relief, and nonetary relief ancillary to any of the foregoing, such
as attorneys' fees and costs incurred in seeking the relief.

(7) If a secured party fails to conmply with the procedures
applicable to real property in proceeding as to both real and
personal property under subparagraph (B) of paragraph (1), a
purchaser for value of any interest in the real property at judicia
or nonjudicial foreclosure proceedi ngs conducted pursuant to
subpar agraph (B) of paragraph (1) takes that interest free from any
claimor interest of another person, or any defect in title, based
upon that nonconpliance, unless:

(A) The purchaser is the secured party and the failure to conply
with this chapter occurred other than in good faith; or

(B) The purchaser is other than the secured party and at the tine
of sale of the real property at that foreclosure the purchaser had
knowl edge of the failure to conply with this chapter and that the
nonconpl i ance occurred other than in good faith.

Even if the purchaser at the forecl osure sale does not take his or
her interest free of clainms, interests, or title defects based upon
that nonconpliance with this chapter, a subsequent purchaser for
val ue who acquires an interest in that real property fromthe
purchaser at that foreclosure takes that interest free fromany claim
or interest of another person, or any defect in title, based upon
t hat nonconpliance, unless at the tinme of acquiring the interest the
subsequent purchaser has know edge of the failure to conply with this
chapter and that the nonconpliance occurred other than in good
faith.

(8) If a secured party proceeds by way of a unified sal e under
subpar agraph (B) of paragraph (1), then, for purposes of applying
Section 580a or subdivision (b) of Section 726 of the Code of Civi
Procedure to any such unified sale, the personal property or fixtures
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included in the unified sale shall be deened to be included in the
"real property or other interest sold," as that termis used in
Section 580a or subdivision (b) of Section 726 of the Code of Civi
Pr ocedure.

9605. A secured party does not owe a duty based on its status as
secured party to either of the foll owi ng persons:

(1) To a person that is a debtor or obligor, unless the secured
party knows all of the foll ow ng:

(A) That the person is a debtor or obligor.

(B) The identity of the person.

(C How to conmunicate with the person

(2) To a secured party or lienholder that has filed a financing
statement agai nst a person, unless the secured party knows both of
the foll ow ng:

(A) That the person is a debtor.

(B) The identity of the person.

9606. For purposes of this chapter, a default occurs in
connection with an agricultural lien at the tine the secured party
becones entitled to enforce the lien in accordance with the statute
under which it was created.

9607. (a) If so agreed, and in any event after default, a secured
party may do all of the follow ng:

(1) Notify an account debtor or other person obligated on
collateral to nake paynent or otherw se render performance to or for
the benefit of the secured party.

(2) Take any proceeds to which the secured party is entitled under
Secti on 9315.

(3) Enforce the obligations of an account debtor or other person
obligated on collateral and exercise the rights of the debtor with
respect to the obligation of the account debtor or other person
obligated on collateral to make paynent or otherw se render
performance to the debtor, and with respect to any property that
secures the obligations of the account debtor or other person
obligated on the coll ateral

(4) If it holds a security interest in a deposit account perfected
by control under paragraph (1) of subdivision (a) of Section 9104,
apply the bal ance of the deposit account to the obligation secured by
t he deposit account.

(5) If it holds a security interest in a deposit account perfected
by control under paragraph (2) or (3) of subdivision (a) of Section
9104, instruct the bank to pay the balance of the deposit account to
or for the benefit of the secured party.

(b) I'f necessary to enable a secured party to exerci se under
par agraph (3) of subdivision (a) the right of a debtor to enforce a
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nmortgage nonjudicially, the secured party may record in the office in
which a record of the nortgage is recorded both of the foll ow ng:

(1) A copy of the security agreenent that creates or provides for
a security interest in the obligation secured by the nortgage.

(2) The secured party's sworn affidavit in recordable form stating
both of the follow ng:

(A) That a default has occurred.

(B) That the secured party is entitled to enforce the nortgage
nonj udi ci al ly.

(c) A secured party shall proceed in a comrercially reasonabl e
manner if both of the follow ng apply with respect to the secured
party:

(1) It undertakes to collect fromor enforce an obligation of an
account debtor or other person obligated on coll ateral

(2) It is entitled to charge back uncoll ected collateral or
otherwise to full or limted recourse against the debtor or a
secondary obligor.

(d) A secured party may deduct fromthe collections made pursuant
to subdivision (c) reasonabl e expenses of collection and enforcenent,
i ncl udi ng reasonable attorney's fees and | egal expenses incurred by
the secured party.

(e) This section does not determ ne whether an account debtor
bank, or other person obligated on collateral owes a duty to a
secured party.

9608. (a) If a security interest or agricultural |ien secures
paynment or perfornmance of an obligation, the follow ng rul es apply:

(1) A secured party shall apply or pay over for application the
cash proceeds of collection or enforcenent under this section in the
foll owi ng order to:

(A) The reasonabl e expenses of collection and enforcenent and, to
the extent provided for by agreenent and not prohibited by | aw
reasonabl e attorney's fees and | egal expenses incurred by the secured

party.
(B) The satisfaction of obligations secured by the security
interest or agricultural lien under which the collection or

enforcenent is made

(C The satisfaction of obligations secured by any subordinate
security interest in or other Iien on the collateral subject to the
security interest or agricultural |ien under which the collection or
enforcenent is made if the secured party receives an authenticated
demand for proceeds before distribution of the proceeds is conpleted.

(2) If requested by a secured party, a holder of a subordinate
security interest or other lien shall furnish reasonable proof of the
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interest or lien within a reasonable tine. Unless the hol der
conplies, the secured party need not conply with the hol der's denand
under subparagraph (C) of paragraph (1).

(3) A secured party need not apply or pay over for application
noncash proceeds of collection and enforcenment under this section
unless the failure to do so would be comrercially unreasonable. A
secured party that applies or pays over for application noncash
proceeds shall do so in a conmercially reasonabl e nanner.

(4) A secured party shall account to and pay a debtor for any
surplus, and except as otherw se provided in subdivision (b) of
Section 9626, the obligor is liable for any deficiency.

(b) I'f the underlying transaction is a sale of accounts, chatte
paper, paynent intangibles, or prom ssory notes, the debtor is not
entitled to any surplus, and the obligor is not liable for any
deficiency. Subdivision (b) of Section 701.040 of the Code of Civi
Procedure relating to the paynent of proceeds applies only if the
security agreenent provides that the debtor is entitled to any
sur pl us.

9609. (a) After default, a secured party may do both of the
fol | owi ng:

(1) Take possession of the coll ateral

(2) Wthout renoval, render equipnent unusabl e and di spose of
collateral on a debtor's prenises under Section 9610.

(b) A secured party may proceed under subdivision (a) in either of
the fol l owi ng ways:

(1) Pursuant to judicial process.

(2) Wthout judicial process, if it proceeds w thout breach of the
peace.

(c) If so agreed, and in any event after default, a secured party
may require the debtor to assenble the collateral and make it
avail able to the secured party at a place to be designated by the
secured party which is reasonably convenient to both parties.

9610. (a) After default, a secured party may sell, |ease,
license, or otherw se dispose of any or all of the collateral inits
present condition or followi ng any commercially reasonable
preparation or processing.

(b) Every aspect of a disposition of collateral, including the
net hod, nmanner, tinme, place, and other terms, nmust be conmercially
reasonable. |If comercially reasonable, a secured party nmay di spose
of collateral by public or private proceedi ngs, by one or nore
contracts, as a unit or in parcels, and at any tine and place and on
any terns.

(c) A secured party may purchase collateral at either of the
fol | owi ng:
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(1) At a public disposition

(2) At a private disposition only if the collateral is of a kind
that is customarily sold on a recogni zed nmarket or the subject of
wi dely distributed standard price quotations.

(d) A contract for sale, lease, |icense, or other disposition
i ncludes the warranties relating to title, possession, quiet
enjoynment, and the |ike which by operation of |aw acconpany a
voluntary disposition of property of the kind subject to the
contract.

(e) A secured party may disclaimor nodify warranties under
subdivision (d) in either of the follow ng ways:

(1) In a manner that would be effective to disclaimor nodify the
warranties in a voluntary disposition of property of the kind subject
to the contract of disposition.

(2) By conmunicating to the purchaser a record evidencing the
contract for disposition and including an express disclai mer or
nodi fication of the warranties.

(f) Arecord is sufficient to disclaimwarranties under
subdivision (e) if it indicates "There is no warranty relating to
title, possession, quiet enjoyment, or the like in this disposition”
or uses words of simlar inport.

9611. (a) In this section, "notification date" neans the earlier
of the date on which

(1) A secured party sends to the debtor and any secondary obli gor
an aut henticated notification of disposition

(2) The debtor and any secondary obligor waive the right to
notification.

(b) Except as otherw se provided in subdivision (d), a secured
party that disposes of collateral under Section 9610 shall send to
the persons specified in subdivision (c) a reasonabl e authenticated
notification of disposition

(c) To conmply with subdivision (b), the secured party shall send
an authenticated notification of disposition to all of the follow ng
per sons:

(1) The debtor.

(2) Any secondary obligor.

(3) If the collateral is other than consuner goods to both of the
foll owi ng persons:

(A) Any other person fromwhich the secured party has received,
before the notification date, an authenticated notification of a
claimof an interest in the collateral

(B) Any other secured party or |ienholder that, 10 days before the
notification date, held a security interest in or other lien on the
collateral perfected by the filing of a financing statement with
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respect to which all of the foll ow ng apply:
(i) It identified the collateral
(ii) It was indexed under the debtor's name as of that date.
(iii) It was filed in the office in which to file a financing
st at enent agai nst the debtor covering the collateral as of that date.

(C Any other secured party that, 10 days before the notification
date, held a security interest in the collateral perfected by
conpliance with a statute, regulation, or treaty described in
subdi vision (a) of Section 9311

(d) Subdivision (b) does not apply if the collateral is perishable
or threatens to decline speedily in value or is of a type
customarily sold on a recogni zed mar ket .

(e) A secured party conplies with the requirenent for notification
prescribed in subparagraph (B) of paragraph (3) of subsection (c) if
it satisfies both of the follow ng conditions:

(1) Not later than 20 days or earlier than 30 days before the
notification date, the secured party requests, in a comrercially
reasonabl e nmanner, information concerning financing statenents
i ndexed under the debtor's name in the office indicated in
subpar agraph (B) of paragraph (3) of subdivision (c).

(2) Before the notification date, the secured party either

(A) Did not receive a response to the request for information

(B) Received a response to the request for information and sent an
aut henticated notification of disposition to each secured party
nanmed in that response whose financi ng statenment covered the
col I ateral

9612. (a) Except as otherwi se provided in subdivision (b),
whet her a notification is sent within a reasonable tine is a question
of fact.

(b) I'n a transaction other than a consumer transaction, a
notification of disposition sent after default and 10 days or nore
before the earliest time of disposition set forth in the notification
is sent within a reasonable tine before the disposition

9613. Except in a consuner-goods transaction, the follow ng rules
apply:

(1) The contents of a notification of disposition are sufficient
if the notification does all of the follow ng:

(A) It describes the debtor and the secured party.

(B) It describes the collateral that is the subject of the
i nt ended di sposition

(O It states the nethod of intended disposition

(D) It states that the debtor is entitled to an accounting of the
unpai d i ndebt edness and states the charge, if any, for an accounting.
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(E) It states the tine and place of a public sale or the tine
after which any other disposition is to be made.

(2) Whether the contents of a notification that |acks any of the
i nformati on specified in paragraph (1) are neverthel ess sufficient is
a question of fact.

(3) The contents of a notification providing substantially the
information specified in paragraph (1) are sufficient, even if the
notification includes either of the follow ng:

(A Information not specified by that paragraph.

(B) Mnor errors that are not seriously m sleading.

(4) A particular phrasing of the notification is not required.

(5) The following formof notification and the form appearing in
subdi vision (3) of Section 9614, when conpl eted, each provides
sufficient information:

NOTI FI CATI ON OF DI SPCSI TI ON OF COLLATERAL

To:

(Name of debtor, obligor, or other person to which
the notification is sent)

From

(Name, address, and tel ephone nunmber of
secured party)

Nane of Debtor(s):

(I'nclude only if debtor(s) are not an
addr essee)
(For a public disposition:)
W will sell (or lease or license, as applicable)
t he (to the highest qualified bidder in
public

(describe collateral)
as follows:)

Day and Dat e:

Ti me:
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Pl ace:

(For a private disposition:)
W will sell (or license, as applicable) the

descri be
col | at eral
privately sonetine after

(day and date)

You are entitled to an accounting of the unpaid indebtedness
secured

by the property that we intend to sell (or lease or license, as

applicable) (for a charge of $___ ). You may request an
accounti ng

by calling us at

(tel ephone numnber)
9614. In a consuner-goods transaction, the follow ng rules apply:

(1) Anotification of disposition nust provide all of the
followi ng information:
(A) The information specified in subdivision (1) of Section 9613.

(B) A description of any liability for a deficiency of the person
to which the notification is sent.

(C A tel ephone nunber from which the amount that nust be paid to
the secured party to redeemthe collateral under Section 9623 is
avai | abl e.

(D) A tel ephone nunmber or mailing address from whi ch additiona
i nformati on concerning the disposition and the obligation secured is
avai | abl e.

(2) A particular phrasing of the notification is not required.

(3) The following formof notification, when conpl eted, provides
sufficient information:

Narme and address of secured party)

(Dat e)
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NOTI CE OF OUR PLAN TO SELL PROPERTY

(Name and address of any obligor who is also a debtor)
Subj ect :

(Identification of Transaction)
W have your , because you broke
prom ses

(describe collateral)
in our agreenent.

(For a public disposition:)
Ve will sell
sal e

, at public sale. A

(describe collateral)
could include a | ease or license. The sale will be held as
foll ows:

Dat e:

Ti me:

Pl ace:
You nay attend the sale and bring bidders if you want.

(For a private disposition:)
Ve will sell at private sale sonetine

(describe collateral)
after

(date)
A sale could include a | ease or license.

The noney that we get fromthe sale (after paying our costs) wll

reduce the amount you owe. |If we get |ess noney than you owe,

you still owe us the
(will or will not, as applicable)

difference. |If we get nore noney than you owe, you will get the

extra nmoney, unless we nmust pay it to soneone el se.
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You can get the property back at any tinme before we sell it by
payi ng us the full anpbunt you owe (not just the past due payments),

i ncludi ng our expenses. To |learn the exact anount you must pay,
call us at

(tel ephone nunber)

If you want us to explain to you in witing how we have figured
the amount that you owe us, you may call us
at (or wite us at
)
(tel ephone nunber) (secured party's
addr ess)
and request a witten explanation. (W will charge you $
for the explanation if we sent you another witten explanation of
the amount you owe us within the [ast six nonths.)

If you need nore information about the sale call us

at (or wite us at

)

(tel ephone nunber) (secured party's address)

We are sending this notice to the follow ng other people who
have an interest in or who owe noney
under

(describe collateral)
your agreenent:

(Nanmes of all other debtors and obligors, if any)

(4) Anotification in the form of paragraph (3) is sufficient,
even if additional infornmation appears at the end of the form

(5) A notification in the formof paragraph (3) is sufficient,
even if it includes errors in information not required by paragraph
(1), unless the error is msleading with respect to rights arising
under this division

(6) If a notification under this section is not in the form of
paragraph (3), law other than this division determ nes the effect of
i ncludi ng i nformation not required by paragraph (1).

9615. (a) A secured party shall apply or pay over for application
t he cash proceeds of disposition in the followi ng order to each of
the foll ow ng:
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(1) The reasonabl e expenses of retaking, holding, preparing for
di sposition, processing, and disposing, and, to the extent provided
for by agreement and not prohibited by |law, reasonable attorney's
fees and | egal expenses incurred by the secured party.

(2) The satisfaction of obligations secured by the security
interest or agricultural |ien under which the disposition is nmade.

(3) The satisfaction of obligations secured by any subordinate
security interest in or other subordinate lien on the collateral and
to the satisfaction of any subordi nate attachment |ien or execution
lien pursuant to subdivision (b) of Section 701.040 of the Code of
Civil Procedure if both of the follow ng conditions are satisfied:

(A) The secured party receives fromthe holder of the subordinate
security interest or other lien an authenticated demand for proceeds
or notice of the levy of attachment or execution before distribution
of the proceeds is conpleted.

(B) In a case in which a consignor has an interest in the
collateral, the subordinate security interest or other lien is senior
to the interest of the consignor

(4) A secured party that is a consignor of the collateral if the
secured party receives fromthe consignor an authenticated demand for
proceeds before distribution of the proceeds is conpleted.

(b) I'f requested by a secured party, a holder of a subordinate
security interest or other lien shall furnish reasonabl e proof of the
interest or lien within a reasonable tine. Unless the hol der does
so, the secured party need not conply with the hol der's denand under
par agraph (3) of subdivision (a).

(c) A secured party need not apply or pay over for application
noncash proceeds of disposition under this section unless the failure
to do so would be commercially unreasonable. A secured party that
applies or pays over for application noncash proceeds shall do so in
a conmercially reasonabl e manner

(d) I'f the security interest under which a disposition is nmade
secures paynent or performance of an obligation, after naking the
paynments and applications required by subdivision (a) and permtted
by subdivision (c), both of the follow ng apply:

(1) Unl ess paragraph (4) of subdivision (a) requires the secured
party to apply or pay over cash proceeds to a consignor, the secured
party shall account to and pay a debtor for any surplus except as
provided in Section 701. 040 of the Code of Civil Procedure.

(2) Subject to subdivision (b) of Section 9626, the obligor is
liable for any deficiency.

(e) (1) If the underlying transaction is a sale of accounts,
chattel paper, paynment intangibles, or promissory notes, both of the
foll owi ng apply:
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(A) The debtor is not entitled to any surplus.

(B) The obligor is not liable for any deficiency.

(2) Subdivision (b) of Section 701.040 of the Code of Civi
Procedure relating to the paynent of proceeds and the liability of
the secured party applies only if the security agreenent provides
that the debtor is entitled to any surpl us.

(f) The surplus or deficiency following a disposition is
cal cul at ed based on the anpunt of proceeds that woul d have been
realized in a disposition conplying with this chapter to a transferee
other than the secured party, a person related to the secured party,
or a secondary obligor if both of the follow ng apply:

(1) The transferee in the disposition is the secured party, a
person related to the secured party, or a secondary obligor

(2) The anount of proceeds of the disposition is significantly
bel ow t he range of proceeds that a conplying disposition to a person
ot her than the secured party, a person related to the secured party,
or a secondary obligor would have brought.

(g) The following rules apply with respect to a secured party that
recei ves cash proceeds of a disposition in good faith and w thout
knowl edge that the receipt violates the rights of the holder of a
security interest or other lien that is not subordinate to the
security interest or agricultural |ien under which the disposition is
made:

(1) The secured party takes the cash proceeds free of the security
interest or other I|ien.

(2) The secured party is not obligated to apply the proceeds of
the disposition to the satisfaction of obligations secured by the
security interest or other lien

(3) The secured party is not obligated to account to or pay the
hol der of the security interest or other lien for any surplus.

9616. (a) In this section

(1) "Explanation" means a witing that contains all of the
fol | owi ng:

(A) States the amount of the surplus or deficiency.

(B) Provides an explanation in accordance with subdivision (c) of
how t he secured party cal cul ated the surplus or deficiency.

(C) States, if applicable, that future debits, credits, charges,
i ncludi ng additional credit service charges or interest, rebates, and
expenses nmay affect the amount of the surplus or deficiency.
(D) Provides a tel ephone nunber or numiling address from which
addi tional information concerning the transaction is avail able.
(2) "Request" neans a record that is all of the follow ng:
(A) Authenticated by a debtor or consumer obligor.
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(B) Requesting that the recipient provide an expl anati on.

(C Sent after disposition of the collateral under Section 9610.

(b) I'n a consumer-goods transaction in which the debtor is
entitled to a surplus or a consunmer obligor is liable for a
deficiency under Section 9615, the secured party shall do either of
the foll ow ng:

(1) Send an explanation to the debtor or consuner obligor, as
applicable, after the disposition and in accordance with both of the
fol | owi ng:

(A) Before or when the secured party accounts to the debtor and
pays any surplus or first makes witten demand on the consuner
obligor after the disposition for payment of the deficiency.

(B) Wthin 14 days after receipt of a request.

(2) I'n the case of a consuner obligor who is liable for a
deficiency, within 14 days after receipt of a request, send to the
consuner obligor a record waiving the secured party's right to a
defi ci ency.

(c) To conply with subparagraph (B) of paragraph (1) of
subdivision (a), a witing nust provide the following information in
the foll ow ng order:

(1) The aggregate anount of obligations secured by the security
i nterest under which the disposition was nade, and, if the anount
reflects a rebate of unearned interest or credit service charge, an
i ndi cation of that fact, calculated as of a specified date in
accordance with either of the foll ow ng:

(A If the secured party takes or receives possession of the
collateral after default, not nore than 35 days before the secured
party takes or receives possession

(B) If the secured party takes or receives possession of the
collateral before default or does not take possession of the
collateral, not nore than 35 days before the disposition

(2) The ampunt of proceeds of the disposition.

(3) The aggregate anmount of the obligations after deducting the
anount of proceeds.

(4) The anount, in the aggregate or by type, and types of
expenses, including expenses of retaking, holding, preparing for
di sposition, processing, and disposing of the collateral, and
attorney's fees secured by the collateral which are known to the
secured party and relate to the current disposition

(5) The anopunt, in the aggregate or by type, and types of credits,
i ncluding rebates of interest or credit service charges, to which
the obligor is known to be entitled and which are not reflected in
t he anount in paragraph (1).

(6) The anount of the surplus or deficiency.
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(d) A particular phrasing of the explanation is not required. An
expl anati on conplying substantially with the requirenents of
subdivision (a) is sufficient, even if it includes minor errors that
are not seriously m sl eading.

(e) A debtor or consunmer obligor is entitled without charge to one
response to a request under this section during any six-nmonth period
in which the secured party did not send to the debtor or consuner
obl i gor an expl anation pursuant to paragraph (1) of subdivision (b).
The secured party nmay require paynent of a charge not exceeding
twenty-five dollars ($25) for each additional response.

9617. (a) A secured party's disposition of collateral after
default does all of the follow ng:

(1) Transfers to a transferee for value all of the debtor's rights
in the collateral

(2) Discharges the security interest under which the disposition
i s made.

(3) Discharges any subordi nate security interest or other
subordinate |ien.

(b) Atransferee that acts in good faith takes free of the rights
and interests described in subdivision (a), even if the secured party
fails to conply with this division or the requirenents of any
judicial proceeding.

(c) If a transferee does not take free of the rights and interests
described in subdivision (a), the transferee takes the collatera
subject to all of the follow ng:

(1) The debtor's rights in the coll ateral

(2) The security interest or agricultural l|ien under which the
di sposition is nmade.

(3) Any other security interest or other lien

9618. (a) A secondary obligor acquires the rights and becones
obligated to performthe duties of the secured party after any of the
foll owi ng occurs:

(1) The secondary obligor receives an assignment of a secured
obligation fromthe secured party.

(2) The secondary obligor receives a transfer of collateral from
the secured party and agrees to accept the rights and assune the
duties of the secured party.

(3) The secondary obligor is subrogated to the rights of a secured
party with respect to coll ateral

(b) Both of the following rules apply with respect to an
assignnent, transfer, or subrogation described in subdivision (a):

(1) It is not a disposition of collateral under Section 9610.

(2) It relieves the secured party of further duties under this
di vi si on.
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9619. (a) In this section, "transfer statenent"” neans a record
aut henticated by a secured party stating all of the follow ng:

(1) That the debtor has defaulted in connection with an obligation
secured by specified collateral

(2) That the secured party has exercised its postdefault renedies
with respect to the collateral

(3) That, by reason of the exercise, a transferee has acquired the
rights of the debtor in the collateral

(4) The name and nmiling address of the secured party, debtor, and
transferee.

(b) Atransfer statement entitles the transferee to the transfer
of record of all rights of the debtor in the collateral specified in
the statenent in any official filing, recording, registration, or
certificate of title systemcovering the collateral. |[If a transfer
statenent is presented with the applicable fee and request formto
the official or office responsible for naintaining the system the
official or office shall do all of the follow ng:

(1) Accept the transfer statenent.

(2) Pronptly amend its records to reflect the transfer

(3) If applicable, issue a new appropriate certificate of title in
the nane of the transferee.

(c) Atransfer of the record or legal title to collateral to a
secured party under subdivision (b) or otherwise is not of itself a
di sposition of collateral under this division and does not of itself
relieve the secured party of its duties under this division

9620. (a) Except as otherw se provided in subdivision (g), a
secured party nay accept collateral in full or partial satisfaction
of the obligation it secures only if all of the follow ng conditions
are satisfied:

(1) The debtor consents to the acceptance under subdivision (c).

(2) The secured party does not receive, within the time set forth
in subdivision (d), a notification of objection to the proposa
aut henticated by either of the follow ng:

(A) A person to which the secured party was required to send a
proposal under Section 9621

(B) Any other person, other than the debtor, holding an interest
in the collateral subordinate to the security interest that is the
subj ect of the proposal

(3) If the collateral is consuner goods, the collateral is not in
t he possession of the debtor when the debtor consents to the
accept ance.

(4) Subdivision (e) does not require the secured party to di spose
of the collateral or the debtor waives the requirement pursuant to
Section 9624.
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(b) A purported or apparent
section is ineffective unless both of the follow ng conditions are

sati sfied:

acceptance of collateral under this

(1) The secured party consents to the acceptance in an

aut henticated record or

sends a proposal to the debtor

(2) The conditions of subdivision (a) are net.
(c) For purposes of this section both of the follow ng rul es

apply:

(1) A debtor
sati sfacti on of
to the terns of
defaul t.

(2) A debtor
sati sfacti on of
to the terns of

consents to an
the obligation
t he acceptance

consents to an
the obligation
t he acceptance

acceptance of collateral in partial
it secures only if the debtor agrees
in a record authenticated after

acceptance of collateral in ful
it secures only if the debtor agrees
in a record authenticated after

default or the secured party does all of the follow ng:

(A) Sends to the debtor after default a proposal that is
uncondi ti onal or subject only to a condition that collateral not in
the possession of the secured party be preserved or naintained.

(B) I'n the proposal

proposes to accept collateral in ful

satisfaction of the obligation it secures.
receive a notification of objection authenticated by
the debtor within 20 days after the proposal is sent.

(C) Does not

(d) To be effective under

notification of
foll ows:

obj ection nust

par agraph (2) of subdivision (a), a

be received by the secured party as

(1) In the case of a person to which the proposal was sent
pursuant to Section 9621, within 20 days after notification was sent

to that person.
(2) I'n other

to Section 9621.

cases, in accordance with either of the follow ng:
(A) Wthin 20 days after the last notification was sent pursuant

(B) If a notification was not sent, before the debtor consents to

t he acceptance under

(e) A secured party that
di spose of the collatera
specified in subdivision (f)

has been sati sfied:

subdi vision (c).

has taken possession of collateral shal
pursuant to Section 9610 within the tine
if either of the followi ng conditions

(1) Sixty percent of the cash price has been paid in the case of a
pur chase noney security interest in consunmer goods.

(2) Sixty percent of the principal anpbunt of the obligation
secured has been paid in the case of a nonpurchase nmoney security
i nterest in consumer goods.

(f) To conply with subdivision (e), the secured party shal
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di spose of the collateral within either of the followi ng tine
peri ods:

(1) Wthin 90 days after taking possession

(2) Wthin any longer period to which the debtor and all secondary
obligors have agreed in an agreenent to that effect entered into and
aut henticated after default.

(g) In a consuner transaction, a secured party may not accept
collateral in partial satisfaction of the obligation it secures.

9621. (a) A secured party that desires to accept collateral in
full or partial satisfaction of the obligation it secures shall send
its proposal to all of the follow ng persons:

(1) Any person from which the secured party has received, before
t he debtor consented to the acceptance, an authenticated notification
of a claimof an interest in the collateral

(2) Any other secured party or lienholder that, 10 days before the
debtor consented to the acceptance, held a security interest in or
other lien on the collateral perfected by the filing of a financing
statenent that satisfied all of the followi ng conditions:

(A It identified the collateral

(B) It was indexed under the debtor's name as of that date.

(C It was filed in the office or offices in which to file a
financi ng statenment agai nst the debtor covering the collateral as of
t hat date.

(3) Any other secured party that, 10 days before the debtor
consented to the acceptance, held a security interest in the
collateral perfected by conpliance with a statute, regulation, or
treaty described in subdivision (a) of Section 9311

(b) A secured party that desires to accept collateral in partial
satisfaction of the obligation it secures shall send its proposal to
any secondary obligor in addition to the persons described in
subdi vi sion (a).

9622. (a) A secured party's acceptance of collateral in full or
partial satisfaction of the obligation it secures does all of the
fol | owi ng:

(1) It discharges the obligation to the extent consented to by the
debt or.

(2) It transfers to the secured party all of a debtor's rights in
the col |l ateral

(3) It discharges the security interest or agricultural lien that
is the subject of the debtor's consent and any subordi nate security
interest or other subordinate lien

(4) It terminates any other subordinate interest.

(b) A subordinate interest is discharged or term nated under
subdivision (a), even if the secured party fails to conply with this
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di vi si on.

9623. (a) A debtor, any secondary obligor, or any other secured
party or lienhol der may redeem coll ateral

(b) To redeemcollateral, a person shall tender both of the
fol | ow ng:

(1) Fulfillnment of all obligations secured by the coll ateral

(2) The reasonabl e expenses and attorney's fees described in
paragraph (1) of subdivision (a) of Section 9615.

(c) A redenption nmay occur at any tine before a secured party has
done any of the follow ng:

(1) Collected collateral under Section 9607

(2) Disposed of collateral or entered into a contract for its
di sposition under Section 9610.

(3) Accepted collateral in full or partial satisfaction of the
obligation it secures under Section 9622.

9624. (a) A debtor or secondary obligor nay waive the right to
notification of disposition of collateral under Section 9611 only by
an agreenment to that effect entered into and authenticated after
defaul t.

(b) A debtor nay waive the right to require disposition of
coll ateral under subdivision (e) of Section 9620 only by an agreenent
to that effect entered into and authenticated after default.

(c) Except in a consuner-goods transaction, a debtor or secondary
obligor may waive the right to redeemcol | ateral under Section 9623
only by an agreenent to that effect entered into and authenticated
after default.

9625. (a) If it is established that a secured party is not
proceeding in accordance with this division, a court may order or
restrain collection, enforcenent, or disposition of collateral on
appropriate terns and conditions.

(b) Subject to subdivisions (c), (d), and (f), a person is liable
for danages in the amount of any | oss caused by a failure to conply
with this division. Loss caused by a failure to conply with a
request under Section 9210 may include loss resulting fromthe debtor
s inability to obtain, or increased costs of, alternative financing.

(c) Except as otherw se provided in Section 9628, a person that,
at the time of the failure, was a debtor, was an obligor, or held a
security interest in or other lien on the collateral may recover
damages under subdivision (b) for its |oss.

(d) A debtor whose deficiency is elininated under Section 9626 may
recover danages for the | oss of any surplus. However, in a
transaction other than a consuner transaction, a debtor or secondary
obl i gor whose deficiency is elimnated or reduced under Section 9626
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may not ot herw se recover under subdivision (b) for nonconpliance
with the provisions of this chapter relating to collection,
enforcenent, disposition, or acceptance.

(e) In addition to any damages recoverabl e under subdivision (b),
the debtor, consunmer obligor, or person naned as a debtor in a filed
record, as applicable, may recover five hundred dollars ($500) in
each case fromany of the follow ng persons:

(1) A person that fails to conply with Section 9208.

(2) A person that fails to conmply with Section 9209

(3) A person that files a record that the person is not entitled
to file under subdivision (a) of Section 9509

(4) A person that fails to cause the secured party of record to
file or send a termination statenent as required by subdivision (a)
or (c) of Section 9513.

(5) A person that fails to conply with paragraph (1) of
subdi vision (b) of Section 9616 and whose failure is part of a
pattern, or consistent with a practice, of nonconpliance.

(6) A person that fails to comply with paragraph (2) of
subdi vision (b) of Section 9616.

(f) A debtor or consunmer obligor may recover damages under
subdivision (b) and, in addition, five hundred dollars ($500) in each
case froma person that, wthout reasonable cause, fails to conply
with a request under Section 9210. A recipient of a request under
Section 9210 which never clainmed an interest in the collateral or
obligations that are the subject of a request under that section has
a reasonabl e excuse for failure to conply with the request within the
meani ng of this subdivision.

(g) If a secured party fails to conply with a request regarding a
list of collateral or a statement of account under Section 9210, the
secured party may claima security interest only as shown in the
statement included in the request as against a person that is
reasonably nmisled by the failure.

9626. (a) In an action arising froma transaction, other than a
consuner transaction, in which the amount of a deficiency or surplus
is in issue, the followi ng rules apply:

(1) A secured party need not prove conpliance with the provisions
of this chapter relating to collection, enforcenent, disposition, or
acceptance unl ess the debtor or a secondary obligor places the
secured party's conpliance in issue.

(2) If the secured party's conpliance is placed in issue, the
secured party has the burden of establishing that the collection
enf orcenent, disposition, or acceptance was conducted in accordance
with this chapter.

(3) Except as otherwi se provided in Section 9628, if a secured
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party fails to prove that the collection, enforcenent, disposition

or acceptance was conducted in accordance with the provisions of this
chapter relating to collection, enforcenment, disposition, or
acceptance, the liability of a debtor or a secondary obligor for a
deficiency is limted to an amount by which the sum of the secured
obl i gati on, expenses, and attorney's fees exceeds the greater of

ei ther of the follow ng:

(A) The proceeds of the collection, enforcenent, disposition, or
accept ance.

(B) The anount of proceeds that woul d have been realized had the
nonconpl yi ng secured party proceeded in accordance with the
provisions of this chapter relating to collection, enforcenent,

di sposition, or acceptance.

(4) For purposes of subparagraph (B) of paragraph (3), the anount
of proceeds that woul d have been realized is equal to the sumof the
secured obligation, expenses, and attorney's fees unless the secured
party proves that the anpunt is less than that sum

(5) If a deficiency or surplus is calcul ated under subdivision (f)
of Section 9615, the debtor or obligor has the burden of
establishing that the anmount of proceeds of the dispositionis
significantly bel ow the range of prices that a conplying disposition
to a person other than the secured party, a person related to the
secured party, or a secondary obligor would have brought.

(b) I'n a consuner transaction, the follow ng rul es apply:

(1) I'n an action in which a deficiency or a surplus is an issue:

(A) A secured party has the burden of proving conpliance with the
provisions of this chapter relating to collection, enforcenent,

di sposition, and acceptance whether or not the debtor or a secondary
obl i gor places the secured party's conpliance in issue.

(B) If a deficiency or surplus is cal cul ated under subdivision (f)
of Section 9615, the secured party has the burden of establishing
that the anobunt of proceeds of the disposition is not significantly
bel ow t he range of prices that a conplying disposition to a person
ot her than the secured party, a person related to the secured party,
or a secondary obligor would have brought.

(2) The debtor or any secondary obligor is liable for any
deficiency only if all of the follow ng conditions are net:

(A) It is not otherw se agreed or otherw se provided in the Retai
Install ment Sal es Act (Chapter 1 (comrencing with Section 1801),
Title 2, Part 4, Division 3, Cvil Code), and, in particular, Section
1812.5 of the Civil Code or any other statute.

(B) The debtor and obligor were given notice, in accordance with
Sections 9611, 9612, and 9613, or Section 9614, as applicable, of the
di sposition of the collateral
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(C The collection, enforcenment, disposition, and acceptance by
the secured party were conducted in good faith and in a comrercially
reasonabl e manner.

(3) Upon entry of a final judgnment that the debtor or obligor is
not liable for a deficiency by reason of paragraph (2) or subdivision
(f) of Section 9615, the secured party may neither obtain a
deficiency judgnent nor retain a security interest in any other
collateral of the debtor or obligor that secured the indebtedness for
whi ch the debtor or obligor is no |longer |iable.

(4) 1f, subsequent to a disposition that does not satisfy any one
or nore of the conditions set forth in paragraph (2), or subsequent
to a disposition that is subject to subdivision (f) of Section 9615,
the secured party disposes pursuant to this section of other
collateral securing the sane indebtedness, the debtor or obligor may,
to the extent he or she is no longer |liable for a deficiency
judgment by reason of paragraph (2) or subdivision (f) of Section
9615, recover the proceeds realized fromthe subsequent dispositions,
as well as any danages to which the debtor nay be entitled if the
subsequent disposition is itself nonconplying or otherw se wongful.

(5) Nothing herein shall deprive the debtor of any right to
recover danages fromthe secured party under subdivision (a) of
Section 9625, or to offset any such danages agai nst any claimby the
secured party for a deficiency, or of any right or remedy to which
the debtor may be entitled under any other law. A debtor or obligor
in a consumer transaction shall not have any damages owed to it
reduced by the amount of any deficiency that woul d have resulted had
the disposition of the collateral by the secured party been conducted
in conformty with this division

(6) The secured party shall account to the debtor for any surplus,
except as provided in Section 701.040 of the Code of Givi
Procedure.

9627. (a) The fact that a greater amount could have been obtai ned
by a collection, enforcenent, disposition, or acceptance at a
different tinme or in a different method fromthat selected by the
secured party is not of itself sufficient to preclude the secured
party from establishing that the collection, enforcement,

di sposition, or acceptance was nmade in a conmercially reasonabl e
nanner .

(b) A disposition of collateral is made in a comercially
reasonabl e manner if the disposition satisfies any of the follow ng
condi tions:

(1) It is made in the usual nmanner on any recogni zed market.

(2) It is made at the price current in any recogni zed market at

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 161 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

the tinme of the disposition.

(3) It is nade otherwise in conformty with reasonabl e comrercia
practices anong dealers in the type of property that was the subject
of the disposition

(c) A collection, enforcenment, disposition, or acceptance is
comercially reasonable if it has been approved in or by any of the
fol | owi ng:

(1) In a judicial proceeding.

(2) By a bona fide creditors' conmttee.

(3) By a representative of creditors.

(4) By an assignee for the benefit of creditors.

(d) Approval under subdivision (c) need not be obtained, and |ack
of approval does not nean that the collection, enforcenent,

di sposition, or acceptance is not commercially reasonabl e.

9628. (a) Unless a secured party knows that a person is a debtor
or obligor, knows the identity of the person, and knows how to
comuni cate with the person both of the follow ng rules apply:

(1) The secured party is not liable to the person, or to a secured
party or |ienholder that has filed a financing statenent against the
person, for failure to conmply with this division

(2) The secured party's failure to conply with this division does
not affect the liability of the person for a deficiency.

(b) A secured party is not liable because of its status as secured
party to either of the follow ng persons:

(1) To a person that is a debtor or obligor, unless the secured
party knows all of the follow ng:

(A) That the person is a debtor or obligor

(B) The identity of the person.

(C How to conmunicate with the person

(2) To a secured party or lienholder that has filed a financing
statement agai nst a person, unless the secured party knows both of
the foll ow ng:

(A) That the person is a debtor

(B) The identity of the person.

(c) A secured party is not liable to any person, and a person's
liability for a deficiency is not affected, because of any act or
om ssion arising out of the secured party's reasonable belief that a
transaction is not a consuner-goods transaction or a consumer
transaction or that goods are not consumer goods, if the secured
party's belief is based on its reasonable reliance on either of the
foll owi ng representations:

(1) A debtor's representation concerning the purpose for which
collateral was to be used, acquired, or held.

(2) An obligor's representation concerning the purpose for which a
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secured obligation was incurred.

(d) A secured party is not |iable under paragraph (2) of
subdi vision (c) of Section 9625 nore than once with respect to any
one secured obligation

9629. No renunciation or nodification by the debtor of any of his
or her rights under this chapter as to consunmer goods shall be valid
or enforceable unless the renunciation or nodification is in
consi deration of a waiver by the secured party of any right to a
deficiency on the debt.

CHAPTER 7. TRANSI Tl ON

9701. This division shall beconme operative on July 1, 2001

9702. (a) Except as otherwi se provided in this chapter, this
division applies to a transaction or lien within its scope, even if
the transaction or lien was entered into or created before this
di vision takes effect.

(b) Except as otherw se provided in subdivision (c) and in
Sections 9703 to 9708, inclusive, both of the follow ng rules apply:

(1) Transactions and liens that were not governed by forner
Division 9, were validly entered into or created before July 1, 2001,
and woul d be subject to this act if they had been entered into or
created after July 1, 2001, and the rights, duties, and interests
flowing fromthose transactions and liens renmain valid after July 1,
2001.

(2) The transactions and liens nmay be termni nated, conpleted,
consummat ed, and enforced as required or pernmitted by this division
or by the law that otherwi se would apply if this division had not
taken effect.

(c) This division does not affect an action, case, or proceeding
comenced before July 1, 2001.

9703. (a) A security interest that is enforceable i mediately
before July 1, 2001, and woul d have priority over the rights of a
person that beconmes a lien creditor at that time is a perfected
security interest under this division if, on July 1, 2001, the
applicable requirements for enforceability and perfection under this
division are satisfied wi thout further action.

(b) Except as otherw se provided in Section 9705, if, imediately
before July 1, 2001, a security interest is enforceable and woul d
have priority over the rights of a person that becones a lien
creditor at that time, but the applicable requirements for
enforceability or perfection under this division are not satisfied on
July 1, 2001, when all of the following rules apply with respect to
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the security interest:
(1) It is a perfected security interest until July 1, 2002
(2) It remains enforceable thereafter only if the security
i nterest becones enforceabl e under Section 9203 before July 1, 2002

(3) It remains perfected thereafter only if the applicable
requi renents for perfection under this division are satisfied before
July 1, 2002

9704. Al of the following rules apply with respect to a security
interest that is enforceable immediately before July 1, 2001, but
whi ch woul d be subordinate to the rights of a person that becones a
lien creditor at that tine:

(1) It remains an enforceable security interest until July 1,
2002.

(2) It renmains enforceable thereafter if the security interest
beconmes enforceabl e under Section 9203 on July 1, 2001, or on July 1,
2002.

(3) It beconmes perfected in either of the follow ng ways:

(A Wthout further action, on July 1, 2001, if the applicable
requi renents for perfection under this division are satisfied on or
before that tinmne.

(B) When the applicable requirenents for perfection are satisfied
if the requirements are satisfied after that tine.

9705. (a) If action, other than the filing of a financing
statenent, is taken before July 1, 2001, and the action would have
resulted in priority of a security interest over the rights of a
person that becones a lien creditor had the security interest becone
enforceabl e before July 1, 2001, the action is effective to perfect a
security interest that attaches under this division on or before
July 1, 2002. An attached security interest becomes unperfected on
July 1, 2002, unless the security interest becones a perfected
security interest under this division before that date.

(b) The filing of a financing statenment before July 1, 2001, is
effective to perfect a security interest to the extent the filing
woul d satisfy the applicable requirenents for perfection under this
di vi si on.

(c) This division does not render ineffective an effective
financing statement that is filed before July 1, 2001, and that has
satisfied the applicable requirenments for perfection under the |aw of
the jurisdiction governing perfection as provided in forner Section
9103. However, except as otherw se provided in subdivisions (d) and
(e) and in Section 9706, the financing statenment ceases to be
effective at the earlier of either of the follow ng:

(1) The time the financing statenent would have ceased to be
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effective under the law of the jurisdiction in which it is filed.

(2) June 30, 2006

(d) The filing of a continuation statenent after July 1, 2001
does not continue the effectiveness of the financing statenent filed
before July 1, 2001. However, upon the timely filing of a
continuation statenent after July 1, 2001, and in accordance with the
| aw of the jurisdiction governing perfection as provided in Chapter
3 (comrencing with Section 9301), the effectiveness of a financing
statenent filed in the sane office in that jurisdiction before July
1, 2001, continues for the period provided by the | aw of that
jurisdiction.

(e) Paragraph (2) of subdivision (c) applies to a financing
statenent that is filed against a transmitting utility before July 1,
2001, and that has satisfied the applicable requirenments for
perfection under the Iaw of the jurisdiction governing perfection as
provided in forner Section 9103 only to the extent that Chapter 3
(comrencing with Section 9301) provides that the law of a
jurisdiction other than jurisdiction in which the financing statenent
is filed governs perfection of a security interest in collatera
covered by the financing statenent.

(f) A financing statenment that includes a financing statenent
filed before July 1, 2001, and a continuation statement filed after
July 1, 2001, is effective only to the extent that it satisfies the
requi renents of Chapter 5 (commencing with Section 9501) for an
initial financing statenent.

9706. (a) The filing of an initial financing statenent in the
of fice specified in Section 9501 conti nues the effectiveness of a
financing statement filed before July 1, 2001, if all of the
followi ng conditions are satisfied:

(1) The filing of an initial financing statement in that office
woul d be effective to perfect a security interest under this
di vi si on.

(2) The pre-effective-date financing statement was filed in an
office in another state or another office in this state.

(3) The initial financing statenment satisfies subdivision (c).

(b) The filing of an initial financing statement under subdivision
(a) continues the effectiveness of the pre-effective-date financing
statenent for the follow ng periods:

(1) If the initial financing statenent is filed before July 1,
2001, for the period provided in former Section 9403 with respect to
a financing statenent.

(2) If the initial financing statement is filed after July 1,
2001, for the period provided in Section 9515 with respect to an
initial financing statenent.
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(c) To be effective for purposes of subdivision (a), an initia
financing statenment nust do all of the follow ng:

(1) Satisfy the requirenents of Chapter 5 (comrencing with Section
9501) for an initial financing statenent.

(2) ldentify the pre-effective-date financing statenent by
i ndicating the office in which the financing statement was filed and
providing the dates of filing and file nunbers, if any, of the
financing statement and of the npst recent continuation statenent
filed with respect to the financing statenent.

(3) Indicate that the pre-effective-date financing statenent
remai ns effective.

9707. A person may file an initial financing statenent or a
continuation statenent under this chapter if both of the follow ng
conditions are satisfied:

(1) The secured party of record authorizes the filing.

(2) The filing is necessary under this chapter to do either of the
fol | owi ng:

(A) To continue the effectiveness of a financing statenent filed
before July 1, 2001.

(B) To perfect or continue the perfection of a security interest.

9708. (a) This division determines priority of conflicting clains
to collateral. However, if the relative priorities of the clains
were established before July 1, 2001, fornmer Division 9 (conmencing
with Section 9101) determines priority.

(b) For purposes of subdivision (a) of Section 9322, the priority
of a security interest that beconmes enforceabl e under Section 9203
dates fromJuly 1, 2001, if the security interest is perfected under
this division by the filing of a financing statenent before July 1,
2001, which would not have been effective to perfect the security
i nterest under forner Division 9 (comrencing with Section 9101).
Thi s subdi vi sion does not apply to conflicting security interests
each of which is perfected by the filing of such a financing
st at ement .

SEC. 36. Section 10103 of the Conmercial Code is anended to read:

10103. (a) In this division, unless the context otherw se
requires:

(1) "Buyer in ordinary course of business" neans a person who, in
good faith and w thout know edge that the sale to himor her is in
viol ation of the ownership rights or security interest or |easehold
interest of a third party in the goods, buys in ordinary course from
a person in the business of selling goods of that kind, but does not
i ncl ude a pawnbroker. "Buying" may be for cash or by exchange of
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ot her property or on secured or unsecured credit and includes

recei ving goods or docunents of title under a preexisting contract
for sale but does not include a transfer in bulk or as security for
or in total or partial satisfaction of a noney debt.

(2) "Cancellation" occurs when either party puts an end to the
| ease contract for default by the other party.

(3) "Commrercial unit" means such a unit of goods as by commrercia
usage is a single whole for purposes of |ease and division of which
materially inpairs its character or value on the market or in use. A
comercial unit may be a single article, as a machine, or a set of
articles, as a suite of furniture or a |line of machinery, or a
guantity, as a gross or carload, or any other unit treated in use or
in the relevant market as a single whole.

(4) "Conform ng" goods or perfornmance under a | ease contract neans
goods or performance that are in accordance with the obligations
under the | ease contract.

(5) "Consuner |ease" nmeans a |l ease that a |l essor regularly engaged
in the business of |leasing or selling makes to a | essee who is an
i ndi vi dual and who takes under the lease primarily for a personal
famly, or househol d purpose.

(6) "Fault" means wongful act, om ssion, breach, or default.

(7) "Finance | ease" neans a |lease with respect to which (A) the
| essor does not select, nmanufacture, or supply the goods, (B) the
| essor acquires the goods or the right to possession and use of the
goods in connection with the |ease, and (C) one of the foll ow ng
occurs:

(i) The | essee receives a copy of the contract by which the | essor
acqui red the goods or the right to possession and use of the goods
before signing the | ease contract.

(ii) The | essee's approval of the contract by which the |essor
acquired the goods or the right to possession and use of the goods is
a condition to effectiveness of the | ease contract.

(iii) The lessee, before signing the | ease contract, receives an
accurate and conpl ete statenent designating the pronises and
warranties, and any disclainers of warranties, limtations or
nodi fications of renmedies, or |iquidated damages, including those of
a third party, such as the nmanufacturer of the goods, provided to the
| essor by the person supplying the goods in connection with or as
part of the contract by which the | essor acquired the goods or the
right to possession and use of the goods.

(iv) The lessor, before the | essee signs the |ease contract,
inforns the lessee in witing (aa) of the identity of the person
supplying the goods to the | essor, unless the | essee has sel ected
that person and directed the |essor to acquire the goods or the right
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to possession and use of the goods fromthat person, (bb) that the

| essee is entitled under this division to the proni ses and
warranties, including those of any third party, provided to the

| essor by the person supplying the goods in connection with or as
part of the contract by which the | essor acquired the goods or the
right to possession and use of the goods, and (cc) that the | essee
may communicate with the person supplying the goods to the | essor and
recei ve an accurate and conpl ete statenment of those prom ses and
warranties, including any disclainmers and linmtations of them or of
renedi es.

(8) "Goods" neans all things that are novable at the tinme of
identification to the lease contract, or are fixtures (Section
10309), but the termdoes not include noney, docunments, instruments,
accounts, chattel paper, general intangibles, or mnerals or the
like, including oil and gas, before extraction. The term also
i ncl udes the unborn young of aninals.

(9) "Installnment |ease contract" neans a | ease contract that
aut horizes or requires the delivery of goods in separate lots to be
separately accepted, even though the | ease contract contains a cl ause
"each delivery is a separate |ease"” or its equivalent.

(10) "Lease" neans a transfer of the right to possession and use
of goods for a termin return for consideration, but a sale,

i ncluding a sale on approval or a sale or return, or retention or
creation of a security interest is not a | ease. Unless the context
clearly indicates otherwi se, the termincludes a subl ease.

(11) "Lease agreenent" means the bargain, with respect to the
| ease, of the lessor and the |lessee in fact as found in their
| anguage or by inplication fromother circunstances including course
of dealing or usage of trade or course of performance as provided in
this division. Unless the context clearly indicates otherw se, the
termincludes a subl ease agreenent.

(12) "Lease contract" means the total |egal obligation that
results fromthe | ease agreenent as affected by this division and any
other applicable rules of law. Unless the context clearly indicates
otherwi se, the termincludes a subl ease contract.

(13) "Leasehold interest" neans the interest of the I essor or the
| essee under a | ease contract.

(14) "Lessee" nmeans a person who acquires the right to possession
and use of goods under a lease. Unless the context clearly indicates
otherwi se, the termincludes a subl essee.

(15) "Lessee in ordinary course of business" nmeans a person who,
in good faith and w thout know edge that the lease to himor her is
in violation of the ownership rights or security interest or
| easehol d interest of a third party in the goods, |eases in ordinary
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course froma person in the business of selling or |easing goods of
that kind, but does not include a pawnbroker. "Leasing" may be for
cash or by exchange of other property or on secured or unsecured
credit and includes receiving goods or docunents of title under a
preexi sting | ease contract but does not include a transfer in bulk or
as security for or in total or partial satisfaction of a noney debt.

(16) "Lessor" means a person who transfers the right to possession
and use of goods under a lease. Unless the context clearly
i ndi cates otherwi se, the termincludes a subl essor

(17) "Lessor's residual interest” neans the lessor's interest in
the goods after expiration, termination, or cancellation of the |ease
contract.

(18) "Lien" nmeans a charge against or interest in goods to secure
paynment of a debt or performance of an obligation, but the term does
not include a security interest.

(19) "Lot" neans a parcel or a single article that is the subject
matter of a separate |ease or delivery, whether or not it is
sufficient to performthe | ease contract.

(20) "Merchant |essee"” neans a lessee that is a nmerchant with
respect to goods of the kind subject to the |ease.

(21) "Present value" nmeans the anpbunt as of a date certain of one
or nore sunms payable in the future, discounted to the date certain.
The discount is determined by the interest rate specified by the
parties if the rate was not manifestly unreasonable at the tine the
transaction was entered into; otherw se, the discount is detern ned
by a comercially reasonable rate that takes into account the facts
and circunstances of each case at the time the transaction was
entered into.

(22) "Purchase" includes taking by sale, |ease, nortgage, security
interest, pledge, gift, or any other voluntary transaction creating
an interest in goods.

(23) "Subl ease" nmeans a | ease of goods the right to possession and
use of which was acquired by the |l essor as a | essee under an
exi sting | ease.

(24) "Supplier" neans a person fromwhoma | essor buys or |eases
goods to be | eased under a finance | ease.

(25) "Supply contract" neans a contract under which a | essor buys
or | eases goods to be | eased.

(26) "Term nation" occurs when either party pursuant to a power
created by agreement or law puts an end to the | ease contract
otherwi se than for default.

(b) Ot her definitions applying to this division and the sections
in which they appear are:
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"Accessions."” Subdivision (a) of Section 10310.

"Construction nortgage." Paragraph (4) of subdivision (a) of
Section 10309.

"Encunbrance." Paragraph (5) of subdivision (a) of Section 10309

"Fi xtures." Paragraph (1) of subdivision (a) of Section 10309

"Fixture filing." Paragraph (2) of subdivision (a) of Section
10309.
"Purchase noney | ease.” Paragraph (3) of subdivision (a) of

Section 10309.

(c) The following definitions in other divisions apply to this
di vi si on:

"Account." Paragraph (2) of subdivision (a) of Section 9102

"Bet ween nerchants.” Subdivision (3) of Section 2104.

"Buyer." Paragraph (a) of subdivision (1) of Section 2103.

"Chattel paper."” Paragraph (11) of subdivision (a) of Section
9102.

"Consumer goods." Paragraph (23) of subdivision (a) of Section
9102.

"Docunent." Paragraph (30) of subdivision (a) of Section 9102

"Entrusting.” Subdivision (3) of Section 24083.

"Ceneral intangible." Paragraph (42) of subdivision (a) of Section
9102.

"Good faith." Paragraph (b) of subdivision (1) of Section 2103.

"Instrunment." Paragraph (47) of subdivision (a) of Section 9102

"Merchant." Subdivision (1) of Section 2104.
"Mortgage." Paragraph (55) of subdivision (a) of Section 9102

"Pursuant to commtnent." Paragraph (68) of subdivision (a) of
Section 9102.

"Receipt." Paragraph (c) of subdivision (1) of Section 2103.

"Sale." Subdivision (1) of Section 2106

"Sal e on approval ." Section 2326.

"Sale or return." Section 2326.

"Seller." Paragraph (d) of subdivision (1) of Section 2103.

(d) In addition, Division 1 contains general definitions and
principles of construction and interpretation applicable throughout
this division.

SEC. 37. Section 10303 of the Conmercial Code is anended to read:

10303. (a) As used in the section, "creation of a security
interest" includes the sale of a |ease contract that is subject to
Division 9 (comencing with Section 9101), Secured Transactions, by
reason of paragraph (3) of subdivision (a) of Section 9109
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(b) Except as provided in subdivision (c) and Section 9407, a
provision in a | ease agreenent which (1) prohibits the voluntary or
i nvoluntary transfer, including a transfer by sale, sublease,
creation or enforcenent of a security interest, or attachnent, |evy,
or other judicial process, of an interest of a party under the |ease
contract or of the lessor's residual interest in the goods, or (2)
nmakes such a transfer an event of default, gives rise to the rights
and renedi es provided in subdivision (d), but a transfer that is
prohibited or is an event of default under the | ease agreenent is
ot herwi se effective.

(c) A provision in a |l ease agreenent which (1) prohibits a
transfer of a right to damages for default with respect to the whol e
| ease contract or of a right to payment arising out of the transferor
s due performance of the transferor's entire obligation, or (2) nakes
such a transfer an event of default, is not enforceable, and such a
transfer is not a transfer that materially inpairs the prospect of
obtaining return performance by, materially changes the duty of, or
materially increases the burden or risk inposed on, the other party
to the | ease contract within the purview of subdivision (d).

(d) Subject to subdivision (c) and Section 9407

(1) If atransfer is made which is made an event of default under
a | ease agreenment, the party to the | ease contract not making the
transfer, unless that party waives the default or otherw se agrees,
has the rights and remedi es described in subdivision (b) of Section
10501.

(2) If paragraph (1) is not applicable and if a transfer is nmade
that (A) is prohibited under a | ease agreenent or (B) materially
i mpairs the prospect of obtaining return performance by, materially
changes the duty of, or naterially increases the burden or risk
i nposed on, the other party to the |l ease contract, unless the party
not making the transfer agrees at any tinme to the transfer in the
| ease contract or otherw se, then, except as limted by contract, (C
the transferor is liable to the party not making the transfer for
damages caused by the transfer to the extent that the damages coul d
not reasonably be prevented by the party not making the transfer and
(D) a court having jurisdiction may grant other appropriate relief,

i ncluding cancell ation of the | ease contract or an injunction agai nst
the transfer.

(e) Atransfer of "the lease" or of "all ny rights under the
| ease,” or a transfer in simlar general terms, is a transfer of
rights and, unless the |anguage or the circunstances, as in a
transfer for security, indicate the contrary, the transfer is a
del egation of duties by the transferor to the transferee. Acceptance
by the transferee constitutes a promse by the transferee to perform
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those duties. The promise is enforceable by either the transferor
or the other party to the | ease contract.

(f) Unless otherwi se agreed by the | essor and the | essee, a
del egati on of performance does not relieve the transferor as agai nst
the other party of any duty to performor of any liability for
defaul t.

(g) In a consunmer |ease, to prohibit the transfer of an interest
of a party under the |lease contract or to make a transfer an event of
default, the | anguage nust be specific, by a witing, and
conspi cuous.

SEC. 38. Section 10307 of the Conmercial Code is anended to read:

10307. (a) Except as otherwi se provided in Section 10306, a
creditor of a | essee takes subject to the | ease contract.

(b) Except as otherw se provided in subdivision (c) and in
Sections 10306 and 10308, a creditor of a |lessor takes subject to the
| ease contract unless the creditor holds a lien that attached to the
goods before the | ease contract becane enforceabl e.

(c) Except as otherwi se provided in Sections 9317, 9321, and 9323,
a |l essee takes a |l easehold interest subject to a security interest
held by a creditor of the |essor.

SEC. 39. Section 10309 of the Conmercial Code is anended to read:

10309. (a) In this section

(1) Goods are "fixtures"” when they becone so related to particul ar
real estate that an interest in themarises under real estate |aw,

(2) A"fixture filing" is the filing, in the office where a record
of a nmortgage on the real estate would be recorded, of a financing
statenent covering goods that are or are to becone fixtures and
conformng to the requirenments of subdivisions (a) and (b) of Section
9502;

(3) Alease is a "purchase noney | ease" unless the | essee has
possession or use of the goods or the right to possession or use of
the goods before the | ease agreenent is enforceabl e;

(4) A nortgage is a "construction nortgage” to the extent it
secures an obligation incurred for the construction of an inprovenent
on land including the acquisition cost of the land, if the recorded
witing so indicates; and

(5) "Encunbrance" includes real estate nortgages and other |iens
on real estate and all other rights in real estate that are not
ownership interests

(b) Under this division a | ease may be of goods that are fixtures
or may continue in goods that becone fixtures, but no | ease exists
under this division of ordinary building materials incorporated into
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an i nmprovenent on | and.

(c) This division does not prevent creation of a | ease of fixtures
pursuant to real estate |aw

(d) The interest of a lessor of fixtures has priority over a
conflicting interest of an encunbrancer or owner of the real estate
if:

(1) The lease is a purchase noney |ease, the conflicting interest
of the encunbrancer or owner arises before the goods becone fixtures,
a fixture filing covering the fixtures is filed before the goods
beconme fixtures or within 20 days thereafter, and the | essee has an
interest of record in the real estate or is in possession of the rea
estate;

(2) Afixture filing covering the fixtures is filed before the
i nterest of the encunbrancer or owner is of record, the |lessor's
interest has priority over any conflicting interest of a predecessor
intitle of the encunbrancer or owner, and the | essee has an interest
of record in the real estate or is in possession of the real estate;

(3) The fixtures are readily renovable factory or office nachines,
readily renovabl e equi pnment that is not primarily used or |eased for
use in the operation of the real estate, or readily renovable
repl acenents of donestic appliances that are goods subject to a
consuner | ease

(4) The conflicting interest is alien on the real estate obtained
by | egal or equitable proceedings after the | ease contract is
enf or ceabl e;

(5) The encunbrancer or owner has consented in witing to the
| ease or has disclained an interest in the goods as fixtures; or

(6) The lessee has a right to renove the goods as agai nst the
encunbrancer or owner. |If the lessee's right to renove term nates,
the priority of the interest of the |essor continues for a reasonable
time.

(e) Notwithstandi ng paragraph (1) of subdivision (d) but otherw se
subject to subdivision (d), the interest of a |lessor of fixtures,
including the lessor's residual interest, is subordinate to the
conflicting interest of an encunbrancer of the real estate under a
construction nortgage recorded before the goods become fixtures if
t he goods becone fixtures before the conpletion of the construction
To the extent given to refinance a construction nortgage, the
conflicting interest of an encunbrancer of the real estate under a
nortgage has this priority to the sane extent as the encunbrancer of
the real estate under the construction nortgage.

(f) In cases not within the precedi ng subdivisions, priority
between the interest of a |lessor of fixtures, including the lessor's
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residual interest, and the conflicting interest of an encunbrancer or
owner of the real estate who is not the |lessee is deternined by the
priority rules governing conflicting interests in real estate.
(g) If the interest of a |lessor of fixtures, including the |essor
s residual interest, has priority over all conflicting interests of
all owners and encunbrancers of the real estate, the |essor or the
| essee may (1) on default, expiration, termination, or cancellation
of the | ease agreenment but subject to the | ease agreenent and this
division, or (2) if necessary to enforce other rights and renedies
of the I essor or |essee under this division, renove the goods from
the real estate, free and clear of all conflicting interests of all
owners and encunbrancers of the real estate, but the |essor or |essee
nmust rei mburse any encunbrancer or owner of the real estate who is
not the | essee and who has
not otherw se agreed for the cost of repair of any physical injury,
but not for any dimnution in value of the real estate caused by the
absence of the goods renpved or by any necessity of replacing them
A person entitled to rei nbursenment may refuse perm ssion to renove
until the party seeking renoval gives adequate security for the
performance of this obligation.
SEC. 40. Section 13102 of the Conmercial Code is anended to read:

13102. Transactions validly entered into before January 1, 1965,
and the rights, duties, and interests flowing fromthemrenmain valid
thereafter and may be term nated, conpleted, consummated, or enforced
as required or pernmitted by any statute or other |aw anended or
repeal ed by this act as though such repeal or amendnent had not
occurred; provided, however, that the perfection of a security
interest (other than a security interest (i) in a notor vehicle or
vessel required to be registered under the Vehicle Code unless such
vehicle or vessel is inventory or (ii) in personal property,

i ncluding fixtures, which constitutes a portion of the properties

i ncluded in an agreenent which is a nortgage or deed of trust of both
real and personal property nmade to secure the paynent of bonds or

ot her evidences of indebtedness authorized or permtted to be issued
by the Commi ssioner of Corporations, or made by a public utility as
defined in the Public Uilities Code), as defined in this code
(Section 1201), and however denonminated in any |aw repealed by this
act, (a) Wiich was perfected on or before January 1, 1965, by a
filing or recording under a |l aw repealed by this act and requiring a
further filing or recording to continue its perfection, continues
until and will |apse on the date provided by the | aw so repeal ed for
such further filing or recording. (b) Which was perfected on or
before January 1, 1965, by a filing or recording under a | aw repeal ed
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by this act and requiring no further filing or recording to continue
its perfection, continues until and will |apse 12 nonths after
January 1, 1965. (c) Which was perfected on or before January 1,
1965, without any filing or recording, but with respect to which a
financing statenment is required to be filed in order for it to be
perfected under this code, continues until and will |apse 12 nonths
after January 1, 1965; unless, in each case, a continuation statenent
is filed by the secured party within 12 nonths before the perfection
of the security interest would otherw se | apse. Any such
continuation statenent nust be signed by the secured party, identify
the original security agreenent, however denom nated, state the
of fice where and the date when last filed or refiled, or recorded or
rerecorded, and the filing nunmber or recordation data and further
state that the original security agreement is still effective.
Subdi vision (1) of Section 9501 determ nes the proper place to file
such a continuation statenment. Except as herein specified the
provi sions of Sections 9515 and 9522 apply to such a continuation
st at enent.

SEC. 41. Section 13105 of the Conmercial Code is anended to read:

13105. (1) A financing statement or a continuation thereof,
properly filed and effective pursuant to Section 9401 as it existed
prior to January 1, 1971, remnins valid and effective after January
1, 1971, until expiration of the usual five-year period from date of
filing. Any termination, release, assignnment, or amendnent of the
financing statenment prior to expiration of the five-year period of
ef fecti veness shall be filed, as previously required, with the county
recorder who has filed the financing statenent.

(2) After January 1, 1971, any continuation of a financing
stat enent whi ch had been properly filed with a county recorder prior
to January 1, 1971, and which now would be required to be filed with
the Secretary of State, shall be filed with the Secretary of State in
accordance with Sections 9515 and 9516. The continuation statenent
shall be acconpanied by a certified copy of the entire record of the
county recorder related to the financing statenment. After filing of
the continuation statenent with the Secretary of State, any
term nation, rel ease, assignment, anendment, or continuation of the
financing statement shall also be filed with the Secretary of State
and any docunents affecting the financing statenment that are not
filed with the Secretary of State shall not be effective.

SEC. 42. Section 14106 of the Commercial Code is anended to read:

14106. (1) If a security interest is perfected or has priority on
January 1, 1976, as to all persons or as to certain persons w thout
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any filing or recording, and if the filing of a financing statenent
woul d be required for the perfection or priority of the security

i nterest agai nst those persons under this code, as anended by the
Legi slature at the 1973-74 Regul ar Session, the perfection and
priority rights of the security interest continue until January 1,
1979. The perfection will then | apse unless a financing statenent is
filed as provided in subdivision (4) or unless the security interest
is perfected otherwi se than by filing.

(2) If a security interest is perfected on January 1, 1976, under
a law other than this code which requires no further filing, refiling
or recording to continue its perfection, perfection continues unti
and will lapse January 1, 1979, unless a financing statement is filed
as provided in subdivision (4) or unless the security interest is
perfected otherwi se than by filing, or unless under Section 9311 the
ot her law continues to govern filing.

(3) If a security interest is perfected by a filing, refiling or
recordi ng under a | aw repeal ed by this code as anended by the
Legi slature at the 1973-74 Regul ar Session which required further
filing, refiling or recording to continue its perfection, perfection
continues and will |apse on the date provided by the | aw so repeal ed
for a further filing, refiling, or recording unless a financing
statenent is filed as provided in subdivision (4) or unless the
security interest is perfected otherwi se than by filing.

(4) A financing statenment may be filed within six nonths before
the perfection of a security interest would otherw se | apse. Any
such financing statenent may be signed by either the debtor or the
secured party. It nust identify the security agreenment, statenent,
or notice (however denomi nated in any statute or other |aw repeal ed
or nodified by this code as anended by the Legislature at the 1973-74
Regul ar Session), state the office where and the date when the | ast
filing, refiling, or recording, if any, was rmade with respect
thereto, and the filing nunmber, if any, was nmade with respect
thereto, and the filing nunber, if any, or book and page, if any, of
recording and further state that the security agreenent, statenent,
or notice, however denom nated, in another filing office under this
code or under any statute or other |aw repealed or nodified by this
code as anended by the Legislature at the 1973-74 Regul ar Session is
still effective. Section 9501 and Sections 9301, 9303, 9304, 9305,
9306, 9307, 9316, and 9337 deternmi ne the proper place to file such a
financi ng statenment. Except as specified in this subdivision, the
provi sions of Sections 9515 and 9522 for continuation statenents
apply to such a financing statenent.

SEC. 42.5. Section 911 of the Fanily Code is anmended to read:
911. (a) The earnings of a married person during marriage are not
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liable for a debt incurred by the person's spouse before nmarriage.
After the earnings of the married person are paid, they remain not
liable so long as they are held in a deposit account in which the
person's spouse has no right of w thdrawal and are uncommi ngled with
other property in the conmunity estate, except property insignificant
i n amount.

(b) As used in this section

(1) "Deposit account" has the meaning prescribed in paragraph (29)
of subdivision (a) of Section 9102 of the Commercial Code.

(2) "Earnings" neans conpensation for personal services perforned,
whet her as an enpl oyee or ot herw se.

SEC. 43. Section 22337 of the Financial Code is anmended to read:

22337. Each licensed finance | ender shall

(a) Deliver or cause to be delivered to the borrower, or any one
thereof, at the tine the loan is nade, a statenent showing in clear
and distinct ternms the nane, address, and l|license nunber of the
finance | ender and the broker, if any. The statenment shall show the
date, anpbunt, and maturity of the loan contract, how and when
repayabl e, the nature of the security for the loan, if any, and the
agreed rate of charge or the annual percentage rate pursuant to
Regul ation Z promul gated by the Board of Governors of the Federa
Reserve System (12 C.F. R 226).

(b) Obtain fromthe borrower a signed statement as to whether any
person has perforned any act as a broker in connection with the
meki ng of the loan. |If the statement discloses that a broker or
ot her person has participated, then the finance | ender shall obtain a
full statenment of all suns paid or payable to the broker or other
person. The finance | ender shall keep these statenents for a period
of two years fromand after the date the | oan has been paid in full
or has matured according to its ternms, or has been charged off.

(c) Permt paynent to be made in advance in any anount on any
contract of loan at any tine. The licensee may apply the paynent
first to any agreed prepaynment penalty, then to all charges due,

i ncludi ng charges at the agreed rate or rates up to the date of
paynent, not to exceed the applicable nmaximumrate permtted by this
article.

(d) Deliver or cause to be delivered to the person naking any cash
paynment, or to the person who requests a receipt at the tinme of
meki ng any paynent, at the tinme paynment is nade on account of any
|l oan, a plain and conpl ete recei pt showi ng the total anmount received
and identifying the | oan contract upon which the paynent is applied.

(e) Upon repaynent of any loan in full, release all security for
the | oan, endorse and return any certificate of ownership, and cance
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or plainly mark "paid' and return to the borrower or person naking
final paynent, any note, nortgage, security agreenent, trust deed,
assi gnment, or order signed by the borrower, or an optical inmage
reproduction thereof, except those docunents that are a part of the
court record in any action, or that have been delivered to a third
person for the purpose of carrying out their ternms, or a security
agreenment that secures any other indebtedness of a borrower to the
licensee, or original docunents otherw se required by law. Wen a
trust deed on real property has been taken as security for a |oan
that has been subsequently paid in full, a duly executed request for
reconveyance shall be delivered to the trustor or trustee for the
pur pose of recording a reconveyance. A term nation statenent,

furni shed to the borrower as provided for in Sections 9512 and 9513
of the Commercial Code, shall be deenmed a release of the security
when a financing statenment has been filed pursuant to Section 9501 of
t he Conmerci al Code.

For purposes of this subdivision, an optical image reproduction
shall neet all of the foll ow ng requirenents:

(1) The optical inage storage nedia used to store the docunent
shall be nonerasable wite once, read many (WORM optical image nedia
that does not allow changes to the stored docunent.

(2) The optical imge reproduction shall be made consistent with
t he m ni mum standards of quality approved by either the Nationa
Institute of Standards and Technol ogy or the Association for
I nformati on and | mage Managenent.

(3) Witten authentication identifying the optical inmage
reproduction as an exact unaltered copy of the note, trust deed,
nortgage, security agreenent, assignnent or order shall be stanped or
printed on the optical imge reproduction

(f) Deliver or cause to be delivered to the potential borrower, or
any one thereof, at the tinme the licensee first requires or accepts
any signed instrunent or the payment of any fee, a statenent show ng
in clear and distinct ternms the nanme, address, and |icense nunber of
the finance | ender and the broker, if any.

SEC. 43.1. Section 21855 of the Food and Agricultural Code is
amended to read:

21855. Notwi thstandi ng any other provision of law, in any action
for the wongful taking, possessing, harboring, or transporting of
cattle, for the driving of cattle off their usual range, or for the
killing or slaughter of cattle w thout the consent of the owner or
the person lawfully in possession of such cattle, the detrinent
caused thereby to the plaintiff shall be four tines the value of the
cattle at the time of the taking, possessing, harboring,
transporting, or driving, or killing or slaughtering thereof, with
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interest fromthat tinme, plus an anount in fair conpensation for the
ti me and noney properly expended by the plaintiff in pursuit of the
cattle.

The provisions of this section shall not apply to a secured party,
as defined in paragraph (72) of subdivision (a) of Section 9102 of
the Conmercial Code, when taking possession of cattle pursuant to a
security agreenent if one of the follow ng conditions has been net
prior to nmovenment of any such cattle:

(a) The secured party has requested and received a brand
i nspection of the cattle covered by the security agreenent pursuant
to Sections 21051.5 and 21171 of this code.

(b) The secured party has requested the inspection required by
subdi vision (a) and due to an insufficient anbunt of tine to inspect
the cattle prior to their novenent, the brand i nspector agrees to
all ow nmovenent of the cattle, with inspection of such cattle to be
made at their first destination prior to their conmngling with any
ot her cattle.

The inspection performed pursuant to subdivision (a) or (b) shal
be conducted for the sole purpose of assuring that the cattle that
are noved are the sane cattle subject to the security agreenent.

In a proper case, which shall include the killing or slaughter of
cattle, exenplary danages nmay be awarded to the plaintiff as provided
in Section 3340 of the Civil Code.

The conmencenent of any crimnal prosecution for grand theft of
cattle shall not preclude or prevent the conmencenent of any civi
action for damages, as specified in this section

SEC. 43.2. Section 55702 of the Food and Agricultural Code is
amended to read:

55702. (a) Except as otherwi se provided in this section, any
person who sells or furnishes |ivestock to a neatpacker, shall have a
lien, not dependent upon possession, on such livestock and upon the
i dentifiable proceeds and products thereof, for the unpaid part of
the purchase price, or for the unpaid value of the livestock at the
time of the transfer of possession if no purchase price has been
agreed upon. The lien shall comrence on the date of the transfer of
possession of the livestock to the neatpacker and shall have priority
over all other Iiens upon, and security interests in, the livestock
and the identifiable proceeds and products thereof, wi thout regard to
the tine of attachnment or perfection of such other liens or security
interests and shall remain a lien upon the livestock and the
identifiable proceeds and products thereof notw thstanding sale,
exchange, or other disposition thereof.

(b) Notwi thstandi ng the provisions of subdivision (a), a buyer in
the ordinary course of business, as that termis defined in
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subdi vision (9) of Section 1201 of the Conmercial Code, shall take
free of such lien even though such buyer knows of the existence of
such lien.

(c) Notwithstandi ng the provisions of subdivision (a), such lien
shall cease to be of any force or effect after the expiration of 21
days fromthe date of delivery of the livestock unless a notice of
lien is filed pursuant to subdivision (e), in which case the lien
shall remain effective as long as such notice shall remain effective

(d) No person shall have a lien pursuant to subdivision (a) to the
extent that such person shall have nmade the |ivestock available to
t he neat packer on credit ternmns.

(e) Any person selling or delivering livestock who clainms a lien
under this article shall file a statement with the Secretary of State
and a copy thereof with the director both, within 21 days after
delivery of the livestock to the neatpacker. The statement shall be
inwiting, verified by the oath of the person filing, and shal
contain all of the follow ng:

(1) The nanme and address of the person filing.

(2) A statenent of the anmpbunt denanded by the person filing the
statenent after deducting all credits and offsets.

(3) The nane and address of the neat packer who received the
livestock.

(4) A description of the livestock delivered to the neat packer and
the date of delivery.

(5) A statenent that the anmpunt clained is a true and bona fide
exi sting debt as of the date of the statenent.

(6) A statement that the anpunt clained is a true and bona fide
exi sting debt as of the date on which paynent was due for the
| i vestock.

(f) Every statenent which is filed shall be acconpani ed by the
fees required by Chapter 5 (comrencing with Section 9501) of Division
9 of the Commercial Code in the case of a financing statenment not on
the standard formand shall remain effective for a period of five
years fromthe date of filing

SEC. 43.3. Section 57405 of the Food and Agricultural Code is
amended to read:

57405. The lien created by this chapter shall be perfected and
shall be effective upon the filing of a notice of claimof lien with
the Secretary of State pursuant to all the provisions of this
section.

(a) The person who provides feed or materials may, at any tine,
file in the manner and at the place set forth in this section, the
notice of claimof lien.
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(b) The notice of claimof lien shall, at a mninmum set forth al
of the follow ng information

(1) The nanme and address of the lien claimant.

(2) The nanme and address of the Iien debtor

(3) The location of the dairy to which the feed and materials were
provi ded.

(4) That the lien claimant has a dairy cattle supply lien pursuant
to Section 57402.

(c) The notice of claimof lien shall be signed by the lien
claimant or by a person authorized to sign docunents of a simlar
ki nd on behal f of the clainant.

(d) The notice of claimof lien shall be filed on a formwhich is
the standard form of original financing statenent prescribed by the
Secretary of State pursuant to Section 9521 of the Commercial Code.
The standard form shall be conpleted with the foll owi ng changes

(1) The lien claimant may be identified either as lien claimnt or
as secured party.

(2) The formshall be signed by the Iien claimant and need not be
signed by the debtor.

(3) In the space for the description of the collateral there shal
i nstead be entered the statenent substantially as set forth in
par agraphs (3) and (4) of subdivision (b).

(e) The notice of claimof lien shall be filed, indexed, and
marked in the office of the Secretary of State in the same nanner as
a financing statement is filed, indexed, and nmarked pursuant to
Section 9519 of the Conmercial Code.

(f) The Iien claimant shall provide witten notice of the claim of
lien to the lien debtor within 10 days of the date of the filing
with the office of the Secretary of State.

(g) For the purpose of the Secretary of State's index pursuant to
Sections 9515, 9516, and 9522 of the Conmercial Code and for the
purpose of the issuance of a certificate pursuant to Section 9519 or
9528 of the Commercial Code, the Secretary of State shall identify a
notice pursuant to this section as a financing statenent.

SEC. 43.4. Section 57408 of the Food and Agricultural Code is
amended to read:

57408. A nmenber of the public may obtain a certificate
i dentifying whether there is alien on file and any notice of claim
of lien nam ng a particular debtor, and if so, giving the date and
time of filing of each notice, and the names and addresses of each
i enhol der therein. The fee for the certificate is the same as the
fee for a certificate issued pursuant to Section 9525 of the
Commer ci al Code.

SEC. 43.5. Section 57409 of the Food and Agricultural Code is
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anended to read:

57409. A nmenber of the public may obtain a copy of any notice of
claimof lien filed pursuant to this chapter, including notices
affecting the notices. The fee for these copies shall be the sanme as
that prescribed in Section 9525 of the Commercial Code.

SEC. 43.6. Section 57411 of the Food and Agricultural Code is
amended to read:

57411. A lien created pursuant to this chapter is assignable or
transferable by the holder of the lien, with full rights of
enforcenent. A lienholder's statenent of assignnment or transfer
shall be filed with the Secretary of State in the sanme manner as a
secured party's statement of assignnent or transfer as prescribed in
Section 9514 of the Commercial Code.

SEC. 43.7. Section 57516 of the Food and Agricultural Code is
anended to read:

57516. The notice of claimof lien shall be filed on a form which
is the standard form of original financing statenent prescribed by
the Secretary of State pursuant to Section 9521 of the Comercia
Code. The standard formshall be conpleted with the foll ow ng
changes:

(a) The lien clainmant may be identified either as a lien clainant
or as a secured party.

(b) The formshall be signed by the lien clainmnt and need not be
signed by the lien debtor.

(c) I'n the space for the description of the collateral there shal
i nstead be entered the information specified in subdivisions (c¢) and
(d) of Section 57514.

SEC. 43.8. Section 57517 of the Food and Agricultural Code is
anended to read:

57517. The notice of claimof lien shall be filed, indexed, and
marked in the office of the Secretary of State in the same nmanner as
a financing statement is filed, indexed, and narked pursuant to
Section 9519 of the Conmmercial Code.

SEC. 43.9. Section 57519 of the Food and Agricultural Code is
anended to read:

57519. For the purpose of the Secretary of State's index pursuant
to Section 9519 of the Commercial Code and for the purpose of the
i ssuance of a certificate pursuant to Section 9519 or 9528 of the
Commerci al Code, the Secretary of State shall identify a notice
pursuant to this article as a financing statenent.

SEC. 44. Section 57530 of the Food and Agricultural Code is
amended to read:

57530. A nmenber of the public may obtain a certificate
i dentifying whether there is a lien on file and any notice of claim
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of lien nam ng a particular debtor, and if so, giving the date and
time of filing of each notice, and the nanes and addresses of each
i enhol der therein. The fee for the certificate is the same as the
fee for a certificate issued pursuant to Section 9525 of the
Conmer ci al Code.

SEC. 44.1. Section 57531 of the Food and Agricultural Code is
amended to read:

57531. A nenber of the public may obtain a copy of any notice of
claimof lien filed pursuant to this chapter, including notices
affecting the notices. The fee for these copies shall be the sane as
that prescribed in Section 9525 of the Commercial Code.

SEC. 44.2. Section 57540 of the Food and Agricultural Code is
amended to read:

57540. A lien created pursuant to this chapter is assignable or
transferable by the holder of the lien, with full rights of
enforcenent. The lienholder shall file a statement of assignnment or
transfer with the Secretary of State in the same manner as a secured
party's statenent of assignment or transfer as prescribed in Section
9514 of the Conmmercial Code.

SEC. 44.3. Section 57567 of the Food and Agricultural Code is
anended to read:

57567. The notice of claimof lien shall be filed on a form which
is the standard form of original financing statenent prescribed by
the Secretary of State pursuant to Sections 9515, 9516, and 9522 of
the Conmercial Code. The standard formshall be conpleted with the
fol |l owi ng changes:

(a) The lien claimant may be identified either as a lien claimnt
or as a secured party.

(b) The formshall be signed by the lien claimant and need not be
signed by the lien debtor.

(c) I'n the space for the description of the collateral there shal
i nstead be entered the infornmation specified in subdivisions (c) to
(g), inclusive, of Section 57565.

(d) Attached to the formshall be a separately signed statenent
containing the information specified in subdivision (f) of Section
57565.

SEC. 44.4. Section 57568 of the Food and Agricultural Code is
amended to read:

57568. The notice of claimof lien shall be filed, indexed, and
marked in the office of the Secretary of State in the same nanner as
a financing statement is filed, indexed, and narked pursuant to
Section 9519 of the Commercial Code.

SEC. 44.5. Section 57570 of the Food and Agricultural Code is
anended to read:
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57570. For the purpose of the Secretary of State's index pursuant
to Section 9519 of the Commercial Code and for the purpose of the
i ssuance of a certificate pursuant to Section 9519 or 9528 of the
Commer ci al Code, the Secretary of State shall identify a notice
pursuant to this article as a financing statenent.

SEC. 44.6. Section 57581 of the Food and Agricultural Code is
amended to read:

57581. A nenber of the public may obtain a certificate
i dentifying whether there is a lien on file and any notice of claim
of lien nam ng a particular debtor, and if so, giving the date and
time of filing of each notice, and the names and addresses of each
lienholder in the certificate. The fee for the certificate is the
same as the fee for a certificate issued pursuant to Section 9525 of
t he Conmerci al Code.

SEC. 44.7. Section 57582 of the Food and Agricultural Code is
anended to read:

57582. A nenber of the public may obtain a copy of any notice of
an agricultural chenmical or seed lien filed, including notices
affecting the notices. The fee for these copies shall be the sane as
that prescribed in Section 9525 of the Commercial Code.

SEC. 44.8. Section 57590 of the Food and Agricultural Code is
amended to read:

57590. (a) Alien created pursuant to this chapter is assignable
or transferable by the holder of the lien, with full rights of
enf or cenent .

(b) The lienholder shall file a statenment of assignnent or
transfer with the office of the Secretary of State in the same nmanner
that a statement is filed pursuant to Section 9514 of the Commrercia
Code.

SEC.
44.9. Section 7153 of the Government Code is anended to read:

7153. "Chattel paper" has the sane neaning as defined in
paragraph (11) of subdivision (a) of Section 9102 of the Conmerci al
Code.

SEC. 45. Section 7154 of the Governnent Code is anended to read:

7154. "Deposit account" has the sane neaning as defined in
paragraph (29) of subdivision (a) of Section 9102 of the Conmerci al
Code.

SEC. 45.1. Section 7157 of the Governnent Code is anended to read:

7157. "Instrunent" has the sane meani ng as defined in paragraph
(47) of subdivision (a) of Section 9102 of the Conmercial Code.
SEC. 45.2. Section 7159 of the Governnent Code is anmended to read:
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7159. "Purchase noney security interest"” has the sane nmeaning as
defined in Section 9103 of the Comerci al Code.
SEC. 45.3. Section 7170 of the Governnment Code is anended to read:

7170. (a) Except as provided in subdivisions (b) and (c), a state
tax lien attaches to all property and rights to property whether
real or personal, tangible or intangible, including al
after-acquired property and rights to property, belonging to the
taxpayer and located in this state. A state tax lien attaches to a
dwel l'i ng notwi thstanding the prior recording of a honestead
declaration (as defined in Section 704.910 of the Code of Civi
Procedure).

(b) Astate tax lien is not valid as to real property against the
right, title, or interest of any of the followi ng persons where the
person's right, title, or interest was acquired or perfected prior to
recording of the notice of state tax lien in the office of the
county recorder of the county in which the real property is |located
pursuant to Section 7171:

(1) A successor in interest of the taxpayer w thout know edge of
the lien.

(2) A holder of a security interest.

(3) A nmechanic's lienor.

(4) A judgnent lien creditor

(c) Astate tax lien is not valid as to personal property against:

(1) The holder of a security interest in the property whose
interest is perfected pursuant to Section 9308 of the Comercial Code
prior to the tine the notice of the state tax lien is filed with the
Secretary of State pursuant to Section 7171

(2) Any person (other than the taxpayer) who acquires an interest
in the property under the law of this state w thout know edge of the
lien or who perfects an interest in accordance with the law of this
state prior to the time that the notice of state tax lien is filed
with the Secretary of State pursuant to Section 7171.

(3) A buyer in ordinary course of business who, under Section 9320
of the Commrercial Code, would take free of a security interest
created by the seller

(4) Any person (other than the taxpayer) who, notw thstanding the
prior filing of the notice of the state tax lien

(A) Is a holder in due course of a negotiable instrunent.

(B) Is a holder to whom a negotiabl e docunent of title has been
duly negoti at ed.

(C Is a protected purchaser of a security or is a person entitled
to the benefits of Section 8502 or 8510 of the Commercial Code.
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(D) I's a purchaser of chattel paper who gives new val ue and takes
possession of the chattel paper in the ordinary course of the
purchaser's business or a purchaser of an instrunent who gives val ue
and takes possession of the instrunent in good faith.

(E) I's a holder of a purchase noney security interest.

(F) I's a collecting bank holding a security interest in itens
bei ng col |l ected, acconpanyi ng docunents and proceeds, pursuant to
Section 4210 of the Commercial Code.

(G Acquires a security interest in a deposit account or in the
beneficial interest in a trust or estate.

(H) Acquires any right or interest in letters of credit, advices
of credit, or noney.

(1) Acquires w thout actual know edge of the state tax lien a
security interest in or a claimin or under any policy of insurance
i ncl udi ng unearned prem uns.

(J) Acquires any right or interest in property subject to a
certificate of title statute of another jurisdiction under the |aw of
whi ch indication of a security interest on the certificate of title
is required as a condition of perfection of the security interest.

(K) I's a purchaser of an instrument who would have priority under
subdi vision (d) of Section 9330 of the Conmercial Code.

(L) I's a purchaser of investnent property who would have priority
under paragraph (1), (3), (4), or (5) of Section 9328 of the
Conmmer ci al Code.

(M A transferee of nmoney who would take free of a security
i nterest under Section 9332 of the Commercial Code.

(5) A judgnent lien creditor whose lien was created by the filing
of a notice of judgment lien on personal property with the Secretary
of State prior to the tine the notice of state tax lienis filed with
the Secretary of State pursuant to Section 7171

SEC. 45.4. Section 7222 of the Governnent Code is anmended to read:

7222. The Secretary of State shall cause the notice to be narked,
hel d and i ndexed in accordance with the provisions of Section 9519
of the Uniform Commercial Code as if the notice were a financing
statenent within the neaning of that code.

SEC. 45.5. Section 7226 of the Governnent Code is anmended to read:

7226. (a) Upon request of any person, the Secretary of State
shall issue his or her certificate showi ng whether there is on file,
on the date and hour stated therein, any certificate or notice of
state tax lien nanming a particular person, and if a certificate or
notice is on file, giving the date and hour of filing of each
certificate or notice.
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(b) Upon request, the Secretary of State shall furnish a copy of
any certificate or notice filed pursuant to this chapter. The
certificate shall be issued as part of a conbined certificate
pursuant to Section 9528 of the Comrercial Code, and the fee for the
certificate and copies shall be in accordance with that section.

SEC. 46. Section 14735 of the Governnment Code is anended to read:

14735. Upon being directed by the Controller to sell a
residential dwelling pursuant to Section 16201, the departnent shal
sell the residential dwelling in the manner prescribed and in
accordance with the procedure established in Chapter 7 (conmencing
with Section 3201) of Part 5 of Division 1 of the Revenue and
Taxation Code, or if applicable, in the nmanner prescribed and in
accordance with the procedures established in Chapter 6 (comencing
with Section 9601) of Division 9 of the Commercial Code.

SEC. 46.1. Section 16201 of the Governnent Code is anended to
read:

16201. If the Controller, by reason of the notice described in
Section 3375 of the Revenue and Taxati on Code or by reason of
i nformati on fromany other source, determ nes that all anmounts ow ng
under Article 1 (conmencing with Section 16180) of this chapter have
become due and payabl e pursuant to Section 16190, the Controller may,
in addition to the options provided in Section 16200, take any of
the follow ng actions which will best serve the interest of the
st at e:

(a) The Controller may demand paynment of such anount from any
person |iable therefor.

(b) If the Controller has reasonabl e cause to believe that sale of
the property will not satisfy the anbunt secured by the state's
lien, the Controller may file a claimagainst the estate of any
decedent whose property is liable for such amount or the Controller
may request the Attorney Ceneral to bring an action under Section
2931c of the Civil Code to recover the ampunt of the state's lien

(c) The Controller may direct the Departnment of General Services
to sell such property pursuant to Chapter 4.5 (comencing with
Section 14735) of Part 5.5 of Division 3 of this title or, if
applicable, Division 9 (comrencing with Section 9101) of the
Conmrer ci al Code.

SEC. 46.2. Section 27282 of the Governnent Code is anended to
read:

27282. (a) The follow ng docunents may be recorded w t hout
acknow edgnent, certificate of acknow edgnent, or further proof:

(1) A judgnment affecting the title to or possession of rea
property, authenticated by the certificate of the clerk of the court
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in which the judgnent was rendered.

(2) Anotice of location of mining claim

(3) Certificates of anmpbunts of taxes, interest and penalties due,
noti ces of state tax liens and extensions thereof executed by the
state, county, or city taxing agencies or officials pursuant to
Chapter 14 (conmmencing with Section 7150) of Division 7 of Title 1 of
t he Governnment Code, and Sections 2191.3, 2191.4, and 11495 of the
Revenue and Taxati on Code, and rel eases, partial releases, and
subordi nati ons executed pursuant to Chapter 14 (comrencing with
Section 7150) of Division 7 of Title 1 of the Governnent Code, and
Sections 2191.4, 11496, 14307, and 14308 of the Revenue and Taxation
Code.

(4) Notices of lien for postponed property taxes executed pursuant
to Section 16182.

(5) A release, discharge, or subordination of a lien for postponed
property taxes as authorized by Chapter 6 (comrencing with Section
16180) of Part 1 of Division 4 of Title 2.

(6) Afixture filing as defined by paragraph (40) of subdivision
(a) of Section 9102 of the Commercial Code.

(7) An order affecting title to or possession of real property
i ssued by a court in an action subject to Section 12527
aut henticated by the certificate of the clerk of the court in which
the order was issued or a copy of that order authenticated by a
decl aration under penalty of perjury by the Attorney General or by an
assistant or deputy of the Attorney General attesting that the
contents of the copy are the sanme as the original order issued by the
court.

(8) A court certified copy of a satisfaction of judgnent.

(b) Any docunent described in this section, fromthe tinme it is
filed with the recorder for record, is constructive notice of the
contents thereof to subsequent purchasers and nortgagees.

SEC. 46.3. Section 54985 of the Governnment Code is anended to
read:

54985. (a) Notwi thstandi ng any other provision of |aw that
prescri bes an anount or otherwise |linmts the amount of a fee or
charge that nay be levied by a county, a county service area, or a
county waterworks district governed by a county board of supervisors,
a county board of supervisors shall have the authority to increase
or decrease the fee or charge, that is otherw se authorized to be
| evied by another provision of law, in the amount reasonably
necessary to recover the cost of providing any product or service or
the cost of enforcing any regulation for which the fee or charge is
levied. The fee or charge nmay reflect the average cost of providing
any product or service or enforcing any regulation. Indirect costs
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that may be reflected in the cost of providing any product or service
or the cost of enforcing any regulation shall be linited to those
itens that are included in the federal O fice of Managenent and
Budget Circul ar A-87 on January 1, 1984.

(b) If any person disputes whether a fee or charge | evied pursuant
to subdivision (a) is reasonable, the board of supervisors may
request the county auditor to conduct a study and to determne
whet her the fee or charge is reasonable.

Not hing in this subdivision shall be construed to nean that the
county shall not continue to be subject to fee review procedures
required by Article XII11B of the California Constitution.

(c) This chapter shall not apply to any of the follow ng:

(1) Any fee charged or collected by a court clerk pursuant to
Section 26820.4, 26823, 26824, 26826, 26827, 26827.4, 26830, 72054,
72055, 72056, 72059, 72060, or 72061 of the Governnent Code or
Section 103470 of the Health and Safety Code, and any other fee or
charge that nay be assessed, charged, collected, or |evied, pursuant
to law for filing judicial documents or for other judicial functions.

(2) Any fees charged or collected pursuant to Chapter 2
(comrencing with Section 6100) of Division 7 of Title 1

(3) Any standby or availability assessnent or charge.

(4) Any fee charged or collected by a county agricultura
conmmi ssi oner .

(5) Any fee charged or collected pursuant to Article 2.1
(comrencing with Section 12240) of Chapter 2 of Division 5 of the
Busi ness and Prof essi ons Code.

(6) Any fee charged or collected by a county recorder or |oca
registrar for filing, recording, or indexing any docunent, performng
any service, issuing any certificate, or providing a copy of any
docunent pursuant to Section 2103 of the Code of Civil Procedure,
Section 27361, 27361.1, 27361.2, 27361.3, 27361.4, 27361.8, 27364,
27365, or 27366 of the Government Code, Section 103625 of the Health
and Safety Code, or Section 9525 of the Uniform Comrercial Code.

(7) Any fee charged or collected pursuant to Article 7 (comencing
with Section 26720) of Chapter 2 of Part 3 of Division 2 of Title 3
of the Government Code.

SEC. 47. Section 18035 of the Health and Safety Code is amended to
read:

18035. (a) (1) For every transaction by or through a dealer to
sell or lease with the option to buy a new or used manufactured hone
or nobil ehome subject to registration under this part, the dealer
shall execute in witing and obtain the buyer's signature on a
purchase order, conditional sale contract, or other docunent
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evi denci ng the purchase contenporaneous with, or prior to, the
recei pt of any cash or cash equivalent fromthe buyer, shal

establish an escrow account with an escrow agent, and shall cause to
be deposited into that escrow account any cash or cash equival ent
received at any tinme prior to the close of escrow as a deposit,
downpaynent, or whole or partial paynment for the manufactured hone or
nobi | ehone or accessory thereto. Checks, noney orders, or sinilar
paynments toward the purchase shall be made payable only to the escrow
agent.

(2) The downpaynent, or whole or partial payment, shall include an
anount designated as a deposit, which may be | ess than, or equal to,
the total ampunt placed in escrow, and shall be subject to
subdivision (f). The parties shall provide for escrow instructions
that identify the fixed anounts of the deposit, downpaynent, and
bal ance due prior to closing consistent with the amounts set forth in
the purchase docunents and receipt for deposit if one is required by
Section 18035.1. The deposits shall be made by the dealer within
five working days of receipt, one of which shall be the day of

receipt.
(3) For purposes of this section, "cash equival ent” nmeans any
property, other than cash. |If an itemof cash equivalent is, due to

its size, incapable of physical delivery to the escrow hol der, the
property may be held by the dealer for the purchaser until close of
escrow and, if the property has been registered with the departnment
or the Department of Mdtor Vehicles, its registration certificate
and, if available, its certificate of title shall be delivered to the
escrow hol der.

(b) For every transaction by or through a dealer to sell or |ease
with the option to buy a new manufactured honme or nobil ehone subject
to registration under this part, the escrow instructions shal
provide all of the follow ng:

(1) That the original manufacturer's certificate of origin be
pl aced in escrow.

(2) (A) That, in the alternative, either of the follow ng shal
occur:

(i) The Iien of any inventory creditor on the manufactured honme or
nobi | ehonme shall be satisfied by paynent fromthe escrow account.

(ii) The inventory creditor shall consent in witing to other than
full paynent.

(B) For purposes of this paragraph, "inventory creditor" includes
any person who is identified as a creditor on the nmanufacturer's
certificate of origin or any person who places the origina
certificate of origin in escrowand claims in witing to the escrow
agent to have a purchase noney security interest in the manufactured
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home or nobil ehonme, as contenpl ated by Section 9103 of the Commerci al
Code.

(3) That the escrow agent shall obtain fromthe manufacturer a
true and correct facsinile of the copy of the certificate of origin
retai ned by the manufacturer pursuant to Section 18093.

(c) For every transaction by or through a dealer to sell or |ease
with the option to buy a used manufactured home or nobil ehone subj ect
to registration under this part, the escrow instructions shal
provi de:

(1) That the current registration card, all copies of the
registration cards held by junior lienholders, and the certificate of
title be placed in escrow

(2) That, in the alternative, either of the follow ng shall occur:

(A (i) The registered owner shall acknow edge in witing the
anount of the conm ssion to be received by the dealer for the sale of
t he manufactured home or nobil ehone, and (ii) the registered owner
shall release all of its ownership interests in the manufactured home
or nobil ehome either contenporaneously upon the paynment of a
speci fied amount fromthe escrow account or at the close of the
escrow where the buyer has executed a security agreenent approved by
the regi stered owner covering the unpai d bal ance of the purchase
price.

(B) (i) The dealer shall declare in witing that the manufactured
home or nobilehonme is its inventory, (ii) the registered owner shal
acknowl edge in witing that the purchase price relating to the sale
of the manufactured hone or nobil ehome to the dealer for resale has
been paid in full by the dealer, (iii) the current certificate of
title shall be appropriately executed by the registered owner to
reflect the release of all of its ownership interests, and (iv) the
deal er shall release all of its ownership interests in the
manuf act ured hone or nobil ehonme either contenporaneously upon the
paynment of a specified amount fromthe escrow account or at the cl ose
of escrow where the buyer has executed a security agreement approved
by the deal er covering the unpaid bal ance of the purchase price.

(3) That, in the alternative, the | egal owner and each junior
i enhol der, respectively, shall do either of the foll ow ng:

(A) Release his or her security interest or transfer its security
interest to a designated third party contenporaneously upon the
paynent of a specified amount fromthe escrow account.

(B) Advise the escrow agent in witing that the new buyer or the
buyer's stated designee shall be approved as the new regi stered owner
upon the execution by the buyer of a formal assunption of the
i ndebt edness secured by his or her lien approved by the creditor at
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or before the close of escrow

(d) For every transaction by or through a dealer to sell or |ease
with the option to buy a used manufactured home or nobil ehonme subj ect
to registration under this part:

(1) The deal er shall present the buyer's offer to purchase the
manuf act ured hone or nobil ehonme to the seller in witten form signed
by the buyer. The seller, upon accepting the offer to purchase,
shall sign and date the form Copies of the fully executed form
shall be presented to both the buyer and seller, with the origina
copy retained by the dealer. Any portion of the formthat reflects
the conm ssion charged by the dealer to the seller need not be
di scl osed to the buyer

(2) The escrow agent, upon receipt of notification fromthe deal er
that the seller has accepted the buyer's offer to purchase and
recei pt of nutually endorsed escrow instructions, shall, within three
wor ki ng days, prepare a notice of escrow opening on the form
prescribed by the department and forward the conpleted formto the
department with appropriate fees. |If the escrowis canceled for any
reason before closing, the escrow agent shall prepare a notice of
escrow cancel l ation on the form prescri bed by the departnent and
forward the conpleted formto the departnent.

(3) (A) The escrow agent shall forward to the | egal owner and each
junior lienholder at their addresses shown on the current
registration card a witten denand for a lien status report, as
contenpl ated by Section 18035.5, and a witten denmand for either an
executed statenent of conditional lien release or an executed
statement of anticipated formal assunption, and shall enclose bl ank
copies of a statenent of conditional lien release and a statenent of
antici pated formal assunption on fornms prescribed by the departnent.
The statenment of conditional |lien release shall include, anong other
things, both of the follow ng:

(i) A statenent of the dollar anpbunt or other conditions required
by the creditor in order to release or transfer its lien

(ii) The creditor's release or transfer of the lien in the
manuf act ured hone or nobil ehome contingent upon the satisfaction of
t hose conditions.

(B) The statement of anticipated formal assumption shall include,
anong ot her things, both of the foll ow ng:

(i) A statenent of the creditor's belief that the buyer wll
formal |y assunme the indebtedness secured by its |lien pursuant to
terns and conditions which are acceptable to the creditor at or
before the close of escrow

(ii) The creditor's approval of the buyer or his or her designee
as the regi stered owner upon the execution of the formal assunption
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(4) Wthin five days of the receipt of the witten demand and
docunents required by paragraph (3), the I egal owner or junior
I i enhol der shall conplete and execute either the statenent of
conditional lien release or, if the creditor has el ected to consent
to a formal assunption requested by a qualified buyer, the statenent
of anticipated formal assunption, as appropriate, and prepare the
lien status report and forward the docunents to the escrow agent by

first-class nail. |If the creditor is the legal owner, the
certificate of title in an unexecuted form shall acconpany the
docunents. If the creditor is a junior lienholder, the creditor's

copy of the current registration card in an unexecuted form shal
acconpany the docunents.

(5) If either of the follow ng events occur, any statenent of
conditional lien release or statenment of anticipated fornal
assunption executed by the creditor shall becone inoperative, and the
escrow agent shall thereupon return the formand the certificate of
title or the copy of the current registration card, as appropriate,
to the creditor by first-class nail

(A) The conditions required in order for the creditor to rel ease
or transfer his or her lien are not satisfied before the end of the
escrow period agreed upon in witing between the buyer and the seller
or, if applicable, before the end of any extended escrow period as
permtted by subdivision (g).

(B) The registered owner advises the creditor not to accept any
satisfaction of his or her lien or not to permt any fornal
assunption of the indebtedness and the creditor or registered owner
advi ses the escrow agent in witing accordingly.

(6) If acreditor willfully fails to conply with the requirenents
of paragraph (4) within 21 days of the receipt of the witten denand
and docunents required by paragraph (3), the creditor shall forfeit
to the escrow agent three hundred dollars ($300), except where the
creditor has reasonabl e cause for nonconpliance. The three hundred
dol lars ($300) shall be credited to the seller, unless otherw se
provided in the escrow instructions. Any penalty paid by a creditor
under this paragraph shall preclude any civil liability for
nonconpl i ance with Section 18035.5 relating to the same act or
om ssi on.

(e) For every transaction by or through a dealer to sell or |ease
with the option to buy a new or used manufactured home or nobil ehone,
the escrow instructions shall specify one of the follow ng:

(1) Upon the buyer receiving delivery of an installed manufactured
horme or nobil ehone on the site and the nanufactured hone or
nmobi | ehome passing i nspection pursuant to Section 18613 or after the
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manuf act ured hone or nobil ehome has been delivered to the |ocation
specified in the escrow instructions when the installation is to be
performed by the buyer, all funds in the escrow account, other than
escrow fees and anpbunts for accessories not yet delivered, shall be
di sbursed. If mutually agreed upon between buyer and deal er, the
escrow i nstructions nay specify that funds be disbursed to a
governnent agency for the paynment of fees and permits required as a
precondition for an installation acceptance or certificate of
occupancy, and the infornmation that may be acceptable to the escrow
agent.

(2) Upon the buyer receiving delivery of an installed manufactured
hone or nobil ehome not subject to the provisions of Section 18613
with delivery requirenents as nmutually agreed to and set forth in the
sal es docunments, all funds in the escrow account, other than escrow
fees, shall be disbursed.

(f) I'n the event any dispute arises between the parties to the
escrow and upon notification in witing to the escrow agent, unless
ot herwi se specified in the escrow instructions, all funds denoted as
deposit shall be held in escrow until a release is signhed by the
disputing party, or pursuant to new witten escrow instructions
signed by the parties involved, or pursuant to a final order for
paynment or division by a court of conpetent jurisdiction. Any other
funds, other than escrow fees, shall be returned to the buyer or any
person, other than the dealer or seller, as appropriate.

(g) Escrow shall be for a period of time nutually agreed upon, in
writing, by the buyer and the seller. However, the parties may, by
mut ual consent, extend the time, in witing, with notice to the
escrow agent.

(h) No dealer or seller shall establish with an escrow agent any
escrow account in an escrow conpany in which the dealer or seller has
nore than a 5 percent ownership interest.

(i) The escrow instructions may provide for the proration of any
| ocal property tax due or to become due on the nmanufactured hone or
mobi | ehome, and if the tax, or the license fee inposed pursuant to
Section 18115, or the registration fee inmposed pursuant to Section
18114, is delinquent, the instructions nay provide for the paynent of
the taxes or fees, or both, and any applicable penalties.

(j) For every transaction by or through a dealer to sell or |ease
with the option to buy a new or used manufactured honme or nobil ehone
that is subject to inspection pursuant to Section 18613, and for
which it is stated, on the face of the docunent certifying or
approvi ng occupancy or installation, that the issuance of the
docunent is conditioned upon the paynent of a fee, charge,
dedi cation, or other requirenent |evied pursuant to Section 53080 of
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the Governnent Code, the escrow instructions shall provide that the
paynment of that fee, charge, dedication, or other requirenent be made
to the appropriate school district upon the close of escrow

(k) No agreenent shall contain any provision
by which the buyer waives his or her rights under this section, and
any wai ver shall be deened contrary to public policy and shall be
voi d and unenforceabl e.

(1) If a portion of the amount in the escrowis for accessories,
then that portion of the ampbunt shall not be released until the
accessories are actually installed.

(m Upon opening escrow on a used nanufactured hone or nobil ehone
which is subject to local property taxation, and subject to
registration under this part, the escrow officer may forward to the
tax collector of the county in which the used manufactured honme or
nmobi | ehome is located, a witten demand for a tax cl earance
certificate, if no liability exists, or a conditional tax clearance
certificate if a tax liability exists, to be provided on a form
prescribed by the office of the Controller. The conditional tax
clearance certificate shall state the anpunt of the tax liability
due, if any, and the final date that anmount may be paid out of the
proceeds of escrow before a further tax liability may be incurred.

(1) Wthin five working days of receipt of the witten demand for
a conditional tax clearance certificate or a tax cl earance
certificate, the county tax collector shall forward the conditiona
tax clearance certificate or a tax clearance certificate show ng no
tax liability exists to the requesting escrow officer. 1In the event
the tax clearance certificate's or conditional tax clearance
certificate's final due date expires within 30 days of date of
i ssuance, an additional conditional tax clearance certificate or a
tax clearance certificate shall be conpleted which has a final due
date of at |east 30 days beyond the date of issuance.

(2) If the tax collector on which the witten demand for a tax
clearance certificate or a conditional tax clearance certificate was
made fails to conply with that demand within 30 days fromthe date
the denmand was mail ed, the escrow officer may close the escrow and
submt a statenent of facts certifying that the witten demand was
made on the tax collector and the tax collector failed to conply with
that witten demand within 30 days. This statenent of facts may be
accepted by the departnent in lieu of a conditional tax clearance
certificate or a tax clearance certificate, as prescribed by
subdi vision (a) of Section 18092.7, and the transfer of ownership may
be conpl et ed.

(3) The escrow officer nmay satisfy the terms of the conditiona
tax clearance certificate by paying the amount of tax liability shown
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on the formby the tax collector out of the proceeds of escrow on or
before the date indicated on the formand by certifying in the space
provided on the formthat all terms and conditions of the

condi tional tax clearance certificate have been conplied wth.

(n) This section creates a civil cause of action agai nst a buyer
or dealer or other seller who violates this section, and upon
prevailing, the plaintiff in the action shall be awarded actua
damages, plus an amount not in excess of two thousand dollars
($2,000). In addition, attorney's fees and court costs shall al so be
awarded a plaintiff who prevails in the action

SEC. 48. Section 18035.2 of the Health and Safety Code is anended
to read:

18035.2. (a) For every sale by a dealer of a new or used
manuf act ured hone or nobilehome to be installed on a foundation
system pursuant to subdivision (a) of Section 18551, the deal er shal
execute in witing and obtain the buyer's signature on a purchase
order, conditional sale contract, or other document evidencing the
purchase, and provide a statement of fact conplying wth subdivision
(b) of Section 18035.1, contenporaneous with or prior to the receipt
of any cash or cash equivalent fromthe buyer and shall establish an
escrow account with an escrow agent. The escrow shall not be subject
to Section 18035.

(b) For every sale by a dealer of a new manufactured home or
mobi | ehonme installed or to be installed on a foundation system
pursuant to subdivision (a) of Section 18551, the escrow instructions
shall provide all of the follow ng:

(1) That the original manufacturer's certificate of origin be
pl aced in escrow.

(2) That, in the alternative:

(A) The lien of any inventory creditor on the manufactured home or
nobi | ehonme shall be satisfied by paynent fromthe escrow account.

(B) That the inventory creditor shall consent in witing to other
than full paynent.

For purposes of this paragraph, "inventory creditor” includes any
person who is identified as a creditor on the manufacturer's
certificate of origin or any person who places the origina
certificate of origin in escrowand claims in witing to the escrow
agent to have a purchase nobney security interest in the manufactured
home or nobil ehome as contenpl ated by Section 9103 of the Comrercia
Code.

(3) That the escrow agent shall obtain fromthe manufacturer a
true and correct facsinile of the copy of the certificate of origin
retai ned by the manufacturer pursuant to Section 18093.

(c) For every sale by a dealer of a new or used manufactured hone
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or nobil ehonme that is subject to inspection pursuant to subdivision
(a) of Section 18551, and for which it is stated, on the face of the
docunent certifying or approving occupancy, that the issuance of the
docunent is conditioned upon the paynent of a fee, charge,
dedi cation, or other requirenent |evied pursuant to Section 17620 of
the Education Code, the escrow instructions shall provide that the
paynment of that fee, charge, dedication, or other requirenent be made
to the appropriate school district upon the close of escrow

SEC. 49. Section 18037.5 of the Health and Safety Code is anended
to read:

18037.5. (a) In the event of default under the provisions of any
security agreenent relating to a | oan or conditional sale contract
whi ch, according to its terms, gives the secured party the right to
foreclose its security interest in a nmanufactured hone, nobil ehone,
truck canper, or floating home subject to registration under this
part which is not inventory of a dealer, including the right to
repossess the property, notwi thstanding any contrary provisions in
the security agreenment or conditional sale contract or in any other
agreenent entered into prior to default, the secured party may
foreclose its security interest only by satisfying the requirenents
of this section.

(1) Unless the registered owner of the nanufactured hone,
nobi | ehone, truck canper, or floating home has abandoned the property
or has voluntarily surrendered possession of the property to the
foreclosing creditor, the foreclosing creditor shall deposit or cause
to be deposited in the United States nail an envel ope addressed to
each regi stered owner as shown on the current registration of the
manuf act ured hone, nobil ehone, truck canper, or floating hone,
regi stered or certified with postage prepaid, containing a notice in
substantially the following formand in at |east 10-point type, which
noti ce shall be signed by the foreclosing creditor:

NOTI CE OF DEFAULT

To:

(names of all registered owners)
You (if the registered owner is not the person who is in default,
substitute name of defaulting person(s)) are in default under the
terns of the

(identify security agreenment by title or caption and date)
in that
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(describe default)
This default gives the creditor named below the right to sell your
manuf act ured hone, nobil ehone, truck canper, or floating hone which
is registered with the Department of Housing and Conmunity
Devel oprent
under registration nunber(s)
, located at

(give registration nunbers(s))

(give location of property as shown on current registration)
unl ess the default is pronptly cured.
You nmay cure the default by

(descri be conditions

precedent to reinstatenment required to cure default)
or by entirely repaying the outstandi ng secured indebtedness on
or before

(state final date available for cure, which date shall be no
earlier than 45 days after mailing of the notice)

To cure the default you may al so be required to reinmburse the
creditor for its reasonable attorney's fees and | egal expenses
and for any other suns to which the creditor nay have becone
entitled under the terns of your credit agreenent after the

date of this notice. You nay entirely repay the outstanding
obligation by paying the creditor

(state dollar anpunt required to obtain rel ease of security
interest, and if the anpunt nay increase due to passage of
time, state that fact)
pl us any anount necessary to reinburse the creditor for its
reasonabl e attorney's fees and | egal expenses and any ot her
sunms to which the creditor may have becone entitled after
the date of this notice under the terns of your agreenent.

(2) Wthin five days following the mailing of the notice of
default required by paragraph (1), the forecl osing creditor shal
forward a copy thereof to the | egal owner shown on the current
registration card, if different than the foreclosing creditor, and to
each junior |ienholder shown on the current registration card, if
different than the foreclosing creditor, and, effective July 1, 1985,
to the departnent. The notice shall be forwarded to each party in
the sane manner as provided for mailing the original notice to the
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regi stered owner.

(3) In the event of default under the provisions of any security
agreenment relating to a loan or conditional sale contract which,
according to its terns, gives the secured party the right to
foreclose its security interest in a nmanufactured hone, nobil ehone,
truck canper, or floating home, each regi stered owner and each juni or
I i enhol der having a security interest which is subordinate to the
security interest of the foreclosing creditor shall have the right to
cure the default by the nethods and in the nanner prescribed in the
notice within 45 days after nmailing of the notice to the registered
owner required by paragraph (1).

(4) If the default is not cured within the tinme indicated on the
notice required by paragraph (1), or if the property has been
abandoned by the registered owner or voluntarily surrendered by the
regi stered owner to the foreclosing creditor, the creditor may
proceed to sell the property at private or public sale pursuant to
the provisions of Section 9610 of the Commercial Code, except as
provided in paragraph (5) and subdivision (c). The notice of sale
requi red by Sections 9610, 9611, 9617, 9618, and 9624 of the
Comerci al Code shall not be mailed or delivered before expiration of
the period for the right to cure the default, as stated in the
noti ce required by paragraph (1), unless the property has been
abandoned by the registered owner or voluntarily surrendered by the
regi stered owner to the forecl osing creditor

(5) Notwi thstanding any contrary provi sions of Sections 9610,
9611, 9615, 9617, 9618, and 9624 of the Commercial Code, the
foreclosing creditor shall deposit or cause to be deposited in the
United States mail, registered or certified with postage prepaid, an
envel ope containing the notice of sale addressed to each party to
whom the notice of default was nmil ed pursuant to paragraph (2). The
noti ce of sale shall be given at |east 10 days before the date fixed
for a public sale or on or after which any private sale is to be
made.

(6) For purposes of this subdivision, a manufactured hone,
mobi | ehome, truck canper, or floating hone shall be deened abandoned
if the foreclosing creditor gives witten notice of its belief of
abandonnent to the regi stered owner as provided in this paragraph and
the registered owner fails to give the foreclosing creditor witten
notice, prior to the appropriate date specified in the foreclosing
creditor's notice, stating that the regi stered owner has not
abandoned and does not intend to abandon the manufactured hone,
nobi | ehome, truck canper, or floating home and stating an address at
which the registered owner may be served by certified mail with a
sumons in connection with any |legal action which the forecl osing

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 199 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

creditor may appropriately initiate. The foreclosing creditor my
give a notice of belief of abandonment only where it reasonably
bel i eves that the registered owner has abandoned the manufact ured
hone, nobil ehonme, truck canper, or floating hone. The notice of
bel i ef of abandonnent shall be personally delivered to the registered
owner or sent by registered or certified nail, with postage prepaid,
to the registered owner at his or her |ast known address and, if
there is reason to believe that the notice sent to that address wll
not be received by the registered owner, to any other address, if

any, known to the foreclosing creditor where the regi stered owner may
reasonably be expected to receive the notice. The notice of belief
of abandonnent shall be in substantially the following formin at

| east 10-point type:

NOTI CE OF BELI EF OF ABANDONMENT

To:

(nanmes of all registered owners)
This notice is given pursuant to Section 18037.5 of the Health and
Saf ety Code concerni ng your nmanufactured hone, nobil ehone, truck
canper, or floating hone |ocated at

__(address of manufactured hone, nobil ehone, truck canper, or
floating

home as shown on current registration)
You

(if the registered owner is not the person who is in
default, substitute nane of defaulting person(s))
are in default under the terns of the

~ (identify security agreenent or conditional sale contract by
title

or caption and date)
i n that

(describe default)
This default gives the foreclosing creditor named below the right to
sel |l your manufactured honme, nobil ehone, truck canper, or floating
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hone
which is registered with the Departnment of Housing and Conmunity
Devel oprment under nunber (s)

(give registration nunber(s))
unl ess the default is pronptly cured. Unless the foreclosing
creditor
receives a witten notice fromyou to the contrary by

__(insert a date not less than 15 days after this notice is served

personally or, if mailed, not less than 18 days after this notice
is deposited in the mail)

your manufactured honme, nobil ehome, truck canper, or floating hone

wi |l be deened abandoned, which neans that the foreclosing creditor

nay

sel |l your manufactured hone, nobilehone, truck canper, or floating

hone

sooner than would otherwi se be permtted by law. The witten notice

you

nmust send to the foreclosing creditor shall be sent to

(address of foreclosing creditor)
and shall state both of the follow ng:

1. Your intent not to abandon the manufactured home, nobil ehone,
truck
canper, or floating hone.

2. An address at which you nay be served by certified mail with a
sunmons in connection with any |egal action which the foreclosing
creditor
may appropriately initiate.

(name of foreclosing creditor)

(signature of foreclosing
creditor)

(b) I'n the event of default under the provisions of any security
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agreenent relating to a loan or a conditional sale contract in which
the collateral is a manufactured home, nobil ehome, truck canper, or
floati ng home subject to registration under this part which is

i nventory of a dealer or a commercial coach, the secured party may
repossess and di spose of the collateral in accordance with the

provi sions of the security agreenent or conditional sale contract and
applicable law, including the provisions of Division 9 (comencing
with Section 9101) of the Commercial Code. Upon repossession of a
manuf act ured hone, nobil ehonme, truck canper, or floating home subject
to registration under this part which is inventory of a dealer or a
comerci al coach subject to registration under this part, the secured
creditor shall prepare and forward to the departnent a notice of
repossessi on on the form prescribed by the departnent.

(c) The proceeds of the sale of a nanufactured hone, nobil ehone,
comerci al coach, truck canper, or floating hone shall be applied, in
the follow ng order, to

(1) The reasonabl e and necessary expenses incurred for preparing
for and conducting the sale and, if the foreclosing creditor has
obt ai ned possession of the collateral prior to the disposition, the
reasonabl e and necessary expenses for the retaking and hol ding of the
collateral and to the extent provided for in the agreenent and not
prohi bited by law, reasonable attorney's fees and | egal expenses
incurred by the foreclosing creditor in retaking the property from
any person not a party to the credit contract.

(2) The satisfaction of the indebtedness secured by the security
interest of the foreclosing creditor under which the disposition is
nmade.

(3) The satisfaction of indebtedness secured by any subordinate
liens or encunbrances on the property in the order of their priority
as provided in Section 18105, if with respect to a junior creditor
witten notification of demand therefor is received before
di stribution of the proceeds is conpleted, and to the satisfaction of
any subordinate attachnent |ien or execution |lien pursuant to
subdi vision (b) of Section 701.040 of the Code of Civil Procedure if
notice of the levy of attachnent or execution is received before
distribution of the proceeds is conpleted. |f requested by the
foreclosing creditor, the holder of a subordinate |ien or encumnbrance
shal | furnish reasonable proof of his or her interest, and unless it
does so, the foreclosing creditor need not conply with its demand.

(4) The satisfaction of indebtedness secured by all senior liens
or encunbrances in the order of their priority as provided in Section
18105, if with respect to a senior creditor witten denmand therefor
is received by the foreclosing creditor before distribution of the
proceeds is conpleted. |If requested by the foreclosing creditor, the
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hol der of a senior lien or encunbrance shall furnish reasonable
proof of his or her interest, and unless he or she does so, the
foreclosing creditor need not conply with his or her demand.

(5) To the registered owner within 45 days after the sale is
conducted if a surplus remains.

(d) Unless autonmatically provided to the registered owner within
45 days after the sale of a manufactured home, nobil ehone, truck
canper, or floating hone if a request for an accounting is made
within one year of the sale, the foreclosing creditor shall provide
to the registered owner a witten accounting containing the gross
sal es proceeds and its allocation pursuant to subdivision (c). 1In
the event any surplus is paid to the registered owner pursuant to
par agraph (5) of subdivision (c), the foreclosing creditor shal
furni sh such an accounting whether or not requested by the registered
owner .

SEC. 50. Section 18080.7 of the Health and Safety Code is anended
to read:

18080.7. (a) Each person acquiring or retaining a security
interest in a manufactured home, nobil ehone, commercial coach, truck
canper, or floating hone subject to registration under this part,
unl ess the collateral is inventory, shall forward or cause to be
forwarded to the departnent the application for original registration
contenpl ated by Section 18085 with respect to a security interest
acquired or retained at or before original registration, or the
certificate of title or current registration card with appropriate
i nsertions and signatures as respectively contenplated by Section
18100.5 with respect to a security interest acquired or retained at a
ti me subsequent to original registration, together with the filing
fee prescribed by departnment regul ations.

(b) A security interest in a manufactured home, nobil ehone,
conmer ci al coach, truck canper, or floating hone subject to
regi stration under this part, unless the collateral is inventory, is
perfected when it has attached as contenpl ated by subdivision (a) and
by subdivision (a) of Section 9203 of the Commerci al Code and when
the departnent has received the itens required by subdivision (a),
whi chever occurs |later, except as otherw se provided by Section 9313
of the Commrercial Code. The departnent may adopt regul ations
authorizing its acceptance of a statement of |ien by neans of
electronic facsimle. |If the departnment adopts these regul ations, a
security interest nay also be perfected when it has attached and when
t he departnment has received the electronic facsinile, whichever
occurs later, subject to the receipt by the departnent of the itens
requi red by subdivision (a), other than the fee, within 10 days of
the date of its receipt of the electronic facsimle, provided that

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 203 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

the fee required by subdivision (a) is paid in a tinmely fashion
pursuant to these regul ations.

(c) Except as otherw se provided in subdivision (b) of Section
18100. 5, upon receipt of the itenms required by subdivision (a), the
department shall establish or amend the pernmanent title record of the
manuf act ured hone, nobil ehonme, comercial coach, truck canper, or
floating hone to reflect the interest of the secured party as of that
date or, if within the preceding 10-day period the departnent has
received an electronic facsimle of the statenent of lien, as of the
date of receipt of the electronic facsinmle, provided that the fee
requi red by subdivision (a) is paidin a tinely fashion and the
department actually receives the statenent of lien within 10 days of
its receipt of the electronic facsimle

(d) Upon establishing or anending the permanent title record, the
departnment shall issue to the registered owner a current registration
card indicating the interest of the secured party and shall forward
a copy of that registration card to all persons holding a record
security interest in the manufactured hone, nobil ehonme, conmmrercia
coach, truck canmper, or floating hone.

(e) Except as otherw se provided in subdivision (b) of Section
18100. 5, the departnment shall not refuse to establish or anmend the
permanent title record to indicate a security interest which is
aut hori zed by law to be recorded and which woul d ot herw se satisfy
statutory requirements for departnental docunentation and recordation
on the basis of |ack of know edge as to the attachnent of the
security interest prior to its receipt of the statement of lien or an
electronic facsimle thereof.

(f) The departnment shall designate the hol der of a perfected
security interest as either the I egal owner or a junior |ienholder as
provided in this article, Article 3 (comencing with Section 18085),
or Article 4 (commencing with Section 18098), as applicable.

(g) The failure of a secured party to perfect a security interest
for which there has been attachment shall not inpair or affect in any
way its enforceability against the regi stered owner or debtor with
respect to the nmanufactured hone, nobil ehome, commercial coach, truck
canper, or floating hone.

(h) Except as otherwi se provided in this part, a security interest
i n a manuf actured hone, nobil ehome, comercial coach, truck canper,
or floating hone subject to registration with the departnent is
governed by Division 9 (conmencing with Section 9101) of the
Commer ci al Code.

SEC. 51. Section 18093 of the Health and Safety Code is amended to
read:

18093. (a) At the time of release of a new manufactured hone,
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mobi | ehome, or conmercial coach to any person, the manufacturer shal
prepare a certificate of origin, in quadruplicate, on nunbered forns
prepared by the department which shall contain all of the foll ow ng:

(1) The name and address of the nmanufacturer or fabricator.

(2) The manufacturer's identification nunber.

(3) The trade name of the nmanufactured hone, nobil ehone, or
conmer ci al coach.

(4) The nodel nanme or nunber of the nmanufactured hone, nobil ehone,
or conmmerci al coach

(5) The shipping weight of the unit or separate sections of the
unit in the case of nultisection nmanufactured hones, nobil ehones, or
conmer ci al coaches.

(6) The length and width of the unit or separate sections of the
unit in the case of nultisection manufactured hones, nobil ehones, or
conmer ci al coaches.

(7) The serial number of the unit or separate sections of the unit
in the case of nultisection manufactured hones, nobil ehones, or
conmer ci al coaches.

(8) The date of manufacture.

(9) The United States Departnent of Housing and U ban Devel opnent
| abel nunber or department insignia nunber affixed to the unit or
separate sections of the unit in the case of nultisection
manuf act ured hones, nobil ehones, or commercial coaches, as
appl i cabl e.

(10) The date that the ownership was transferred fromthe
manuf acturer or fabricator and to whomthe ownership is transferred.

(11) A certification of facts signed by a responsible agent of the
manuf acturer or fabricator.

(12) The nane and busi ness address of any person known to the
manuf acturer or fabricator who, as to the purchaser, has a purchase
noney security interest in the nanufactured hone, nobil ehone,
comer ci al coach, or truck canper as contenplated by Section 9103 of
t he Conmerci al Code.

(13) Any other information as the departnment may reasonably
require.

(b) The manufacturer or fabricator shall forward the original and
duplicate copies of the certificate of origin by first-class mai

as foll ows:

(1) The original shall be forwarded to the purchase noney creditor
unl ess there is none in which event the original shall be forwarded
to the purchaser

(2) The first copy shall be forwarded to the departnent at the
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address printed on the form

(3) The second copy shall acconmpany the manufactured hone,
nobi | ehone, or commercial coach to its destination

(4) The third copy shall be retained by the manufacturer or
fabricator for its permanent records.

(c) The departnment nmay establish regulations for the distribution
mai nt enance, accessibility, and surrender of certificates of origin
required by this section.

SEC. 52. Section 18105 of the Health and Safety Code is anended to
read:

18105. (a) Except as otherw se provided in subdivision (e) or
(g9), the security interest of the |legal owner has priority over
conflicting security interests of junior |ienholders and hol ders of
security interests perfected pursuant to Sections 9306 and 9313 of
the Conmercial Code and of unperfected security interests in a
manuf act ured hone, nobil ehome, comercial coach, truck canper, or
floati ng home subject to registration under this part and its
proceeds.

(b) Except as otherw se provided in subdivision (e) or (g), the
security interest of a junior lienholder has priority over
conflicting security interests of holders of security interests
perfected pursuant to Section 9313 of the Conmercial Code and of
unperfected security interests in a manufactured hone, nobil ehone,
comer ci al coach, truck canper, or floating hone subject to
regi stration under this part and its proceeds. Conflicting security
interests of junior lienholders rank in the order designhated on the
permanent title record naintained by the departnent.

(c) Except as otherw se provided in subdivision (e) or (g), a
security interest perfected pursuant to Section 9313 of the
Comerci al Code has priority over conflicting unperfected security
interests in a nanufactured home, nobil ehone, comrercial coach, truck
canper, or floating hone subject to registration under this part and
its proceeds.

(d) Except as otherw se provided in subdivision (e) or (g),
conflicting unperfected security interests in a manufactured hone,
nobi | ehonme, comercial coach, truck canper, or floating home subject
to registration under this part and its proceeds rank according to
priority in time of attachment.

(e) (1) Except as otherwi se provided in subdivision (g), the
security interest of any secured party shall not have priority over
any security interest of a party having a subordinate security
interest by virtue of the preceding provisions of this section to the
extent that the otherw se senior secured obligation was incurred
subsequent to receipt by that creditor of actual or constructive
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notice of the existence of the otherwi se junior security interest

unl ess the obligation arose pursuant to the ternms of a security
agreenment for the purpose of preserving the collateral or protecting
the interest of the senior secured party therein or unless the

ot herwi se seni or secured obligation was incurred under a binding
agreenent that the credit would be extended by that creditor.

(2) For purposes of this subdivision receipt of a copy of the
registration certificate which reflects the existence of a security
interest shall constitute constructive notice of the existence of the
security interest. In interpreting the provisions of this
subdi vi sion but for no other purposes, it is the intent of the
Legislature that the priorities anong conflicting security interests
be determ ned in accordance with the rules of |aw applicable to
priority as to interests in real property.

(f) Except as otherw se provided in subdivision (g), the security
interest of the legal owner or a junior |ienholder has priority over
a conflicting security interest of a holder of a perfected security
interest in a manufactured home, nobil ehonme, conmercial coach, truck
canper, or floating hone subject to registration under this part
which is inventory, including the proceeds of the inventory. The
rules of priority regarding conflicting security interests of hol ders
of a perfected security interest in a nmanufactured hone, nobil ehone,
conmer ci al coach, truck canper, or floating hone subject to
regi stration under this part which is inventory and of hol ders of
security interests perfected pursuant to Sections 9306 and 9313 of
the Conmercial Code or unperfected security interests in a
manuf act ured hone, nobil ehone, commercial coach, truck canper, or
floati ng home subject to registration under this part shall be
governed by Sections 9322, 9323, 9324, and 9325 of the Commerci a
Code.

(g) If the holders of two or nore of the several security
interests shall otherw se agree anong thenselves, the relative
priorities anong the hol ders of security interests who have so agreed
shall be determ ned according to this agreenent.

SEC. 53. Section 18106 of the Health and Safety Code is anended to
read:

18106. (a) As used in this section, "lien creditor" nmeans a
creditor who has acquired a lien on a nanufactured hone, nobil ehone,
comerci al coach, truck canper, or floating hone subject to
regi stration under this part by attachnment, levy, or the |like and
i ncl udes an assignee for benefit of creditors fromthe time of
assignment, and a trustee in bankruptcy fromthe date of the filing
of the petition, or a receiver in equity fromthe time of
appoi ntment, as contenpl ated by Section 9102 of the Commercial Code.
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(b) Except as provided in subdivision (c), an unperfected security
interest in a manufactured home, nobil ehonme, conmercial coach, truck
canper, or floating hone subject to registration under this part is
subordinate to the rights of a person who becones a lien creditor
before the security interest is perfected.

(c) If a security interest in a manufactured home, nobil ehone,
conmer ci al coach, truck canper, or floating honme becones perfected as
contenpl ated by subdivision (a) of Section 18080.7, the security
interest is senior to the rights of a lien creditor which arise
between the tinme the security interest attaches and the tinme of
perfection.

(d) A person who beconmes a lien creditor while a security interest
in a manufactured honme, nobil ehone, conmercial coach, truck canper,
or floating hone is perfected by any of the nmeans contenpl ated by
subdi vision (b) of Section 18080.7 takes subject to the perfected
security interest only to the extent that it secures advances either
made before that person becones a lien creditor or made thereafter
whi ch woul d ot herwi se be senior to a conpeting security interest as
provi ded in subdivision (e) of Section 18105.

SEC. 53.1. Section 18122 of the Health and Safety Code is anended
to read:

18122. Except as it may affect a security interest properly
perfected other than pursuant to Section 9313 of the Commercial Code,
the departnent may suspend, revoke, or cancel any certificate of
title valid on its face for any violation of the provisions of this
chapter relating to certificates of title. The departnent shal
notify all persons or entities with perfected security interests at
the tine that such an action is taken

SEC. 53.2. Section 504b of the Penal Code is anended to read:

504b. \Where under the terns of a security agreenent, as defined
in paragraph (73) of subdivision (a) of Section 9102 of the
Commerci al Code, the debtor has the right to sell the property
covered thereby and is to account to the secured party for, and pay
to the secured party the indebtedness secured by the security
agreenment from the proceeds of the sale of any of the property, and
where the debtor, having sold the property covered by the security
agreenment and having received the proceeds of the sale, willfully and
wrongfully, and with the intent to defraud, fails to pay to the
secured party the anmounts due under the security agreenent, or the
proceeds of the sale, whichever is the | esser amount, and
appropriates the noney to his or her own use, the debtor shall be
guilty of enbezzlenent and shall be punishable as provided in Section
514,
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SEC. 54. Section 538 of the Penal Code is amended to read:

538. Every person, who, after nortgaging any of the property
permitted to be nortgaged by the provisions of Sections 9102 and 9109
of the Commercial Code, excepting |oconotives, engines, rolling
stock of a railroad, steanboat machinery in actual use, and vessels,
during the existence of the nortgage, with intent to defraud the
nortgagee, his or her representative or assigns, takes, drives,
carries away, or otherw se renoves or permits the taking, driving, or
carrying away, or other renoval of the nortgaged property, or any
part thereof, fromthe county where it was situated when nortgaged
wi thout the witten consent of the nortgagee, or who sells,
transfers, slaughters, destroys, or in any manner further encunbers
the nortgaged property, or any part thereof, or causes it to be sold,
transferred, slaughtered, destroyed, or further encunbered, is
guilty of theft, and is punishable accordingly. 1In the case of a
sale, transfer, or further encunbrance at or before the tine of
maki ng the sale, transfer, or encunmbrance, the nortgagor inforns the
person to whomthe sale, transfer, or encunbrance is made, of the
exi stence of the prior nortgage, and also inforns the prior nortgagee
of the intended sale, transfer, or encunbrance, in witing, by
giving the name and place of residence of the party to whomthe sale,
transfer, or encunbrance is to be nade.

SEC. 54.5. Section 574 of the Penal Code is anended to read:

574. As used in this chapter, the followi ng terns have the
fol | owi ng neani ngs:

(a) "Buyer" has the nmeaning set forth in subdivision (c) of
Section 2981 of the Civil Code.

(b) "Conditional sale contract" has the meaning set forth in
subdi vision (a) of Section 2981 of the G vil Code. Notw thstanding
subdi vision (k) of Section 2981 of the Civil Code, "conditional sale
contract" includes any contract for the sale or bailnment of a notor
vehi cl e between a buyer and a seller primarily for business or
conmer ci al pur poses.

(c) "Direct |oan agreenent” neans an agreement between a | ender
and a purchaser whereby the | ender has advanced funds pursuant to a
| oan secured by the notor vehicle which the purchaser has purchased.

(d) "Lease contract" neans a | ease contract between a | essor and
| essee as this termand these parties are defined in Section 2985.7
of the Cvil Code. Notw thstanding subdivision (d) of Section 2985.7
of the Civil Code, "lease contract" includes a |ease for business or
conmer ci al pur poses.

(e) "Modtor vehicle" neans any vehicle required to be registered
under the Vehicl e Code.
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(f) "Person" neans an individual, conpany, firm association
partnership, trust, corporation, linmted liability conpany, or other
legal entity.

(g) "Purchaser" has the nmeaning set forth in subdivision (33) of
Section 1201 of the Conmercial Code.

(h) "Security agreenent™ and "secured party" have the neani ngs set
forth, respectively, in paragraphs (73) and (72) of subdivision (a)
of Section 9102 of the Conmercial Code. "Security interest" has the
meani ng set forth in subdivision (37) of Section 1201 of the
Conmer ci al Code.

(i) "Seller" has the nmeaning set forth in subdivision (b) of
Section 2981 of the Civil Code, and includes the present hol der of
the conditional sale contract.

SEC. 55. Section 843 of the Public Uilities Code is anmended to
read:

843. (a) A security interest in transition property is valid, is
enf orceabl e agai nst the pledgor and third parties, subject to the
rights of any third parties holding security interests in the
transition property perfected in the nanner described in this
section, and attaches when all of the follow ng have taken pl ace:

(1) The commi ssion has issued the financing order authorizing the
fixed transition anmounts included in the transition property.

(2) Value has been given by the pledgees of the transition
property.

(3) The pl edgor has signed a security agreenent covering the
transition property.

(b) Avalid and enforceable security interest in transition
property is perfected when it has attached and when a financing
statenent has been filed in accordance with Chapter 5 (comencing
with Section 9501) of Division 9 of the Conmercial Code naming the
pl edgor of the transition property as "debtor" and identifying the
transition property. Any description of the transition property
shall be sufficient if it refers to the financing order creating the
transition property. A copy of the financing statenment shall be
filed with the comrission by the electrical corporation that is the
pl edgor or transferor of the transition property, and the comm ssion
may require the electrical corporation to make other filings with
respect to the security interest in accordance with procedures it may
establish, provided that the filings shall not affect the perfection
of the security interest.

(c) A perfected security interest in transition property is a
continuously perfected security interest in all revenues and proceeds
arising with respect thereto, whether or not the revenues or
proceeds have accrued. Conflicting security interests shall rank
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according to priority in time of perfection. Transition property
shall constitute property for all purposes, including for contracts
securing rate reduction bonds, whether or not the revenues and
proceeds arising with respect thereto have accrued.

(d) Subject to the terms of the security agreement covering the
transition property and the rights of any third parties hol ding
security interests in the transition property perfected in the manner
described in this section, the validity and relative priority of a
security interest created under this section is not defeated or
adversely affected by the conm ngling of revenues arising with
respect to the transition property with other funds of the electrica
corporation that is the pledgor or transferor of the transition
property, or by any security interest in a deposit account of that
el ectrical corporation perfected under Division 9 (commencing with
Section 9101) of the Comercial Code into which the revenues are
deposited. Subject to the terns of the security agreenent, upon
conpliance with the requirenents of Section 9311 of the Comrerci al
Code, the pledgees of the transition property shall have a perfected
security interest in all cash and deposit accounts of the electrica
corporation in which revenues arising with respect to the transition
property have been comm ngled with other funds, but the perfected
security interest shall be linmted to an ambunt not greater than the
amount of the revenues with respect to the transition property
received by the electrical corporation within 12 nonths before (1)
any default under the security agreement or (2) the institution of
i nsol vency proceedi ngs by or against the electrical corporation, |ess
paynments fromthe revenues to the pledgees during that 12-nmonth
peri od.

(e) If an event of default occurs under the security agreenent
covering the transition property, the pledgees of the transition
property, subject to the terns of the security agreement, shall have
all rights and renedies of a secured party upon default under
Division 9 (comrencing with Section 9101) of the Commercial Code, and
shall be entitled to foreclose or otherwi se enforce their security
interest in the transition property, subject to the rights of any
third parties holding prior security interests in the transition
property perfected in the manner provided in this section. In
addition, the commission may require, in the financing order creating
the transition property, that, in the event of default by the
el ectrical corporation in paynent of revenues arising with respect to
the transition property, the commi ssion and any successor thereto,
upon the application by the pl edgees or transferees, including
transferees under Section 844, of the transition property, and
without Iimting any other renedi es available to the pl edgees or
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transferees by reason of the default, shall order the sequestration
and paynent to the pledgees or transferees of revenues arising with
respect to the transition property. Any order shall remain in ful
force and effect notw thstandi ng any bankruptcy, reorganization, or
ot her insolvency proceedings with respect to the debtor, pledgor, or
transferor of the transition property. Any surplus in excess of
anounts necessary to pay principal, premum if any, interest, costs,
and arrearages on the rate reducti on bonds, and other costs arising
under the security agreenent, shall be remtted to the debtor or to
the pl edgor or transferor.

(f) Section 5451 of the Governnent Code shall not apply to any
pl edge of transition property by a financing entity. Sections 9204
and 9205 of the Commercial Code shall apply to a pledge of transition
property by an electrical corporation, an affiliate of an electrica
corporation, or a financing entity.

(g) This section sets forth the ternms by which a consensua
security interest can be created and perfected in the transition
property. Unless otherw se ordered by the commission with respect to
any series of rate reduction bonds on or prior to the issuance of
the series, there shall exist a statutory lien as provided in this
subdi vision. Upon the effective date of the financing order, there
shall exist a first priority lien on all transition property then
existing or thereafter arising pursuant to the ternms of the financing
order. This lien shall arise by operation of this section
automatically wi thout any action on the part of the electrica
corporation, any affiliate thereof, the financing entity, or any
other person. This lien shall secure all obligations, then existing
or subsequently arising, to the holders of the rate reduction bonds
i ssued pursuant to the financing order, the trustee or representative
for the holders, and any other entity specified in the financing
order. The persons for whose benefit this lien is established shall,
upon the occurrence of any defaults specified in the financing
order, have all rights and renmedi es of a secured party upon default
under Division 9 (comencing with Section 9101) of the Conmercia
Code, and shall be entitled to forecl ose or otherw se enforce this
statutory lien in the transition property. This lien shall attach to
the transition property regardl ess of who shall own, or shal
subsequently be determined to own, the transition property including
any electrical corporation, any affiliate thereof, the financing
entity, or any other person. This lien shall be valid, perfected,
and enforceabl e agai nst the owner of the transition property and al
third parties upon the effectiveness of the financing order without
any further public notice; provided, however, that any person nay,
but shall not be required to, file a financing statement in
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accordance with subdivision (b). Financing statenents so filed may
be "protective filings" and shall not be evidence of the ownership of
the transition property.

A perfected statutory lien in transition property is a
continuously perfected lien in all revenues and proceeds arising with
respect thereto, whether or not the revenues or proceeds have
accrued. Conflicting liens shall rank according to priority in tine
of perfection. Transition property shall constitute property for al
pur poses, including for contracts securing rate reduction bonds,
whet her or not the revenues and proceeds arising with respect thereto
have accrued.

In addition, the conmission may require, in the financing order
creating the transition property, that, in the event of default by
the electrical corporation in paynent of revenues arising with
respect to transition property, the conm ssion and any successor
thereto, upon the application by the beneficiaries of the statutory
lien, and without liniting any other renedies available to the
beneficiaries by reason of the default, shall order the sequestration
and paynent to the beneficiaries of revenues arising with respect to
the transition property. Any order shall remain in full force and
effect notwi thstandi ng any bankruptcy, reorgani zation, or other
i nsol vency proceedings with respect to the debtor, pledgor, or
transferor of the transition property. Any surplus in excess of
anounts necessary to pay principal, premum if any, interest, costs,
and arrearages on the rate reduction bonds, and other costs arising
in connection with the docunents governing the rate reduction bonds,
shall be remtted to the debtor or to the pledgor or transferor

SEC. 56. Section 844 of the Public Uilities Code is anended to
read:

844. (a) A transfer of transition property by an electrica
corporation to an affiliate or to a financing entity, or by an
affiliate of an electrical corporation or a financing entity to
anot her financing entity, which the parties have in the governing
docunent ati on expressly stated to be a sale or other absolute
transfer, in a transaction approved in a financing order, shall be
treated as an absolute transfer of all of the transferor's right,
title, and interest (as in a true sale), and not as a pl edge or other
financing, of the transition property, other than for federal and
state income and franchi se tax purposes. Ganting to holders of rate
reduction bonds a preferred right to revenues of the electrica
corporation, or the provision by the conpany of other credit
enhancenent with respect to rate reduction bonds, shall not inpair or
negate the characterization of any transfer as a true sale, other
than for federal and state incone and franchi se tax purposes.
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(b) Atransfer of transition property shall be deemed perfected as
agai nst third persons when both of the foll ow ng have taken pl ace:

(1) The conmission has issued the financing order authorizing the
fixed transition anmounts included in the transition property.

(2) An assignnent of the transition property in witing has been
executed and delivered to the transferee.

(c) As between bona fide assignees of the same right for val ue
wi t hout notice, the assignee first filing a financing statenent in
accordance with Chapter 5 (comencing with Section 9501) of Division
9 of the Commerci al Code nami ng the assignor of the transition
property as debtor and identifying the transition property has
priority. Any description of the transition property shall be
sufficient if it refers to the financing order creating the
transition property. A copy of the financing statenment shall be
filed by the assignee with the conm ssion, and the comi ssion may
require the assignor or the assignee to nake other filings with
respect to the transfer in accordance with procedures it may
establish, but these filings shall not affect the perfection of the
transfer.

SEC. 57. Section 6703 of the Revenue and Taxation Code is amended
to read:

6703. (a) Subject to the lintations in subdivisions (b) and (c),
the board may by notice of |evy, served personally or by first-class
mail, require all persons having in their possession, or under their
control, any credits or other personal property belonging to a
retailer or other person liable for any anmpount under this part to
wi t hhol d from such credits or other personal property the anmount of
any tax, interest, or penalties due fromsuch retailer or other
person, or the amount of any liability incurred by themunder this
part, and to transmt the amobunt withheld to the board at such tines
as it may designate. The notice of |evy shall have the sane effect
as a levy pursuant to a wit of execution

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anpbunt specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The amount required to be withheld is the | esser of the
fol | ow ng:

(1) The anount due stated on the notice.

(2) The amount of each paynent due or becoming due to the retailer
or other person liable during the period of the |evy.

(d) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
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Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Commercial Code. The term "paynents" does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,
dividends, rents, royalties, residuals, patent rights, mneral or
ot her natural rights.

(2) Paynents or credits due or beconing due periodically as a
result of an enforceable obligation to the retailer or other person
liable for the tax.

(3) Any other paynents or credits due or beconm ng due the retailer
or other person liable as the result of witten or oral contracts
for services or sales whether denoninated as wages, salary,
conmi ssi on, bonus, or otherw se.

(e) I'n the case of a financial institution, to be effective, the
notice shall state the anpbunt due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 58. Section 7855 of the Revenue and Taxation Code is amended

to read:
7855. (a) The Controller may, by notice of |evy served personally
or by first-class nail, require all persons having in their

possessi on, or under their control, any paynents, credits other than
paynents, or personal property belonging to a distributor or other
person liable for any anpunt under this part to withhold fromthese
credits or other personal property the anbunt of any tax, interest,

or penalties due fromthe distributor or other person, or the anount
of any liability incurred by themunder this part, and to transmt
the amount withheld to the Controller at the time it nay designate.
The notice of levy shall have the sane effect as a |l evy pursuant to a
writ of execution except for the continuing effect of the levy, as
provi ded in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anount specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anpunt required to be withheld is the | esser of the
fol | owi ng:

(1) The ampunt due stated on the notice.

(2) The sum of
both of the follow ng:
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(A) The anount of the paynments, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The amount of each paynent that becones due foll ow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term "paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Conmmercial Code. The term "paynents"” does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,
dividends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or becom ng due periodically as a
result of an enforceable obligation to the distributor or other
person |iable for the tax.

(3) Any other paynents or credits due or becom ng due the
distributor or other person liable as the result of witten or ora
contracts for services or sales whether denom nated as wages, salary,
conmi ssi on, bonus, or otherw se.

(e) In the case of a financial institution, to be effective, the
notice shall state the anpunt due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 59. Section 8957 of the Revenue and Taxation Code is amended
to read:

8957. (a) Subject to the linitations in subdivisions (b) and (c),
the board may by notice of |evy, served personally or by first-class
mail, require all persons having in their possession, or under their
control, any paynents, credits other than paynents, or other
personal property belonging to a user, vendor, or other person liable
for any anpunt under this part to withhold fromthose credits or
ot her personal property the amount of any tax, interest, or penalties
due fromthat user, vendor, or other person, or the amount of any
liability incurred by themunder this part, and to transmt the
anount withheld to the board at those tinmes as it may designate. The
noti ce of levy shall have the sanme effect as a |l evy pursuant to a
writ of execution except for the continuing effect of the levy, as
provi ded in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
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notice of levy until the anpbunt specified in the notice, including
accrued interest, has been paid in full, until the notice is

wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anopunt required to be withheld is the | esser of the
fol | ow ng:

(1) The ampunt due stated on the notice.

(2) The sum of both of the follow ng:

(A) The anount of the paynments, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The amount of each paynent that becones due foll ow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Conmercial Code. The term "paynents"” does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or becom ng due periodically as a
result of an enforceable obligation to the user, vendor, or other
person |iable for the tax.

(3) Any other payments or credits due or becom ng due the user
vendor, or other person liable as the result of witten or ora
contracts for services or sales whether denom nated as wages, salary,
conmi ssi on, bonus, or otherw se.

(e) In the case of a financial institution, to be effective, the
noti ce shall state the amount due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 60. Section 11452 of the Revenue and Taxation Code is anended
to read:

11452. (a) Subject to the limtations in subdivisions (b) and
(c), the board nmay, by notice of levy, served personally or by
first-class mail, require all persons having in their possession, or
under their control, any credits or other personal property bel onging
to a person as defined in this part who is liable for any anount
under this part to withhold fromthose credits or other persona
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property the amount of any tax, interest, or penalties due fromthat
person, or the anpbunt of any liability incurred by himor her under
this part, and to transnmt the anmount withheld to the board at those
tinmes as it may designate.

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anpunt specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anopunt required to be withheld is the | esser of the
fol | ow ng:

(1) The ampunt due stated on the notice.

(2) The amount of each paynent due or becom ng due to the person
liable during the period of the |evy.

(d) For the purposes of this section, "paynents" does not include
earni ngs, as defined in subdivision (a) of Section 706.001 of the
Code of Civil Procedure, or funds in a deposit account, as defined in
paragraph (29) of subdivision (a) of Section 9102 of the Conmerci al
Code. "Paynents"” does include all of the follow ng:

(1) Paynents due for services for independent contractors,
dividends, rents, royalties, residuals, patent rights, and mneral or
ot her natural rights.

(2) Paynents or credits due or beconing due periodically as a
result of an enforceable obligation to the person liable for the tax.

(3) Any other paynents or credits due or becom ng due the person
liable as the result of witten or oral contracts for services or
sal es whet her denom nated as wages, salary, comm ssion, bonus, or
ot herw se.

(e) I'n the case of a financial institution, to be effective, the
noti ce shall state the amount due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 61. Section 18671 of the Revenue and Taxation Code is anended
to read:

18671. (a) Subject to the limtations in subdivisions (b) and
(c), the Franchise Tax Board, nay, by notice, served personally or by
first-class nmil, require any person, officer, departnment of the
state, or political subdivision or agency of the state including the
Regents of the University of California, a city organi zed under a
freeholder's charter, or a political body not a subdivision or agency
of the state, to withhold the anmbunt of any tax, interest, or
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penalties due froma taxpayer, or the amount due from an enpl oyer or
person who has failed to withhold and transnmit anpunts due pursuant
to this article, fromany paynents due the taxpayer, enployer, or
person and from any paynents becom ng due the taxpayer, enployer, or
person after receipt of the notice. The amobunts withheld shall be
transmtted to the Franchi se Tax Board at those tines as it may

desi gnat e.

(b) The effect of a |levy made pursuant to subdivision (a) shall be
continuous fromthe date the notice is received until the anobunt due
stated on the notice has been withheld, until the notice has been
wi t hdrawn, or until one year after the date the notice is received,
whi chever occurs first.

(c) The amount required to be withheld pursuant to a notice issued
under subdivision (a) is the | esser of the ambunt due stated on the
notice, or either of the follow ng:

(1) If the taxpayer, enployer, or person is not a natural person
100 percent of the anpbunt of each paynment due or beconing due the
t axpayer, enployer, or person during the period the levy is in effect
as provided in subdivision (b).

(2) If the taxpayer, enployer, or person is a natural person, 25
percent of the amount of each paynment due or becom ng due the
t axpayer, enployer, or person during the period the levy is in effect
as provided in subdivision (b).

(d) For purposes of this section, the term"paynents" does not
i ncl ude earnings as defined in subdivision (a) of Section 706.011 of
the Code of Civil Procedure or funds in a deposit account as defined
i n paragraph (29) of subdivision (a) of Section 9102 of the
Conmer ci al Code. The term "paynents" does include any of the
fol | owi ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural resource rights.

(2) Paynents or credits due or becoming due as a result of witten
or oral contracts for services or sales whether denom nated as
wages, salary, conm ssion, bonus, or otherw se.

(3) Any other payments or credits due or becom ng due periodically
as a result of an enforceable obligation to the taxpayer, enployer
or person.

SEC. 62. Section 30315 of the Revenue and Taxation Code is anended
to read:

30315. (a) The board may, by notice of |evy served personally or
by first-class nmail, require all persons having in their possession
or under their control, any paynents, credits other than paynments, or
ot her personal property belonging to a distributor, dealer, or other
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person |iable for any anmount under this part to withhold fromthese
credits or other personal property the anpbunt of any tax, interest,
or penalties due fromthe distributor, dealer, or other person, or
the anopunt of any liability incurred by themunder this part, and to
transmt the anbunt withheld to the board at the tinme it may
designate. The notice of |evy shall have the sane effect as a | evy
pursuant to a wit of execution except for the continuing effect of
the levy, as provided in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anpunt specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anopunt required to be withheld is the | esser of the
fol | ow ng:

(1) The anount due stated on the notice.

(2) The sum of both of the follow ng:

(A) The amount of the paynents, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The anount of each paynent that becones due follow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Commercial Code. The term "paynents" does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or beconing due periodically as a
result of an enforceable obligation to the distributor, dealer, or
ot her person liable for the tax.

(3) Any other payments or credits due or beconing due the
distributor, dealer, or other person liable as the result of witten
or oral contracts for services or sal es whet her denoni nated as wages,
sal ary, comm ssion, bonus, or otherw se.

(e) I'n the case of a financial institution, to be effective, the
noti ce shall state the amount due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
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to receive the notice.
SEC. 63. Section 32387 of the Revenue and Taxation Code is anended
to read:

32387. (a) The board may, by notice of |evy served personally or
by first-class nail, require all persons having in their possession
or under their control, any paynents, credits other than paynents, or
ot her personal property belonging to a taxpayer or other person
liable for any anpbunt under this part to withhold fromthese credits
or other personal property the anobunt of any tax, interest, or
penal ties due fromthe taxpayer or other person, or the anmount of any
liability incurred by themunder this part, and to transmt the
amount withheld to the board at the tine it nmay designate. The
noti ce of levy shall have the sanme effect as a |l evy pursuant to a
writ of execution except for the continuing effect of the levy, as
provi ded in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anmpunt specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anount required to be withheld is the | esser of the
fol | owi ng:

(1) The ampunt due stated on the notice.

(2) The sum of both of the follow ng:

(A) The anount of the paynments, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The amount of each paynent that becones due foll ow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term "paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Commercial Code. The term "paynents"” does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or becom ng due periodically as a
result of an enforceable obligation to the distributor, dealer, or
other person liable for the tax.

(3) Any other payments or credits due or beconing due the
distributor, dealer, or other person liable as the result of witten
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or oral contracts for services or sal es whet her denom nated as wages,
sal ary, conm ssion, bonus, or otherw se.

(e) In the case of a financial institution, to be effective, the
notice shall state the anmbunt due from the consumer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 64. Section 38503 of the Revenue and Taxation Code is anended
to read:

38503. (a) Subject to the limtations in subdivisions (b) and
(c), the board may, by notice of |evy, served personally or by
first-class mail, require all persons having in their possession, or
under their control, any credits or other personal property bel onging
to a tinber owner liable for any anmount under this part to withhold
fromthose credits or other personal property the amount of any tax,
interest, or penalties due fromthat tinber owner, or the anount of
any liability incurred by himor her under this part, and to transnit
the amount withheld to the board at those tines as it nmay designhate.

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anpunt specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anopunt required to be withheld is the | esser of the
fol | owi ng:

(1) The ampunt due stated on the notice.

(2) The anount of each paynent due or becom ng due to the tinber
owner during the period of the |evy.

(d) For the purposes of this section, "payments" does not include
earnings as that termis defined in subdivision (a) of Section
706.011 of the Code of Civil Procedure or funds in a deposit account
as defined in paragraph (29) of subdivision (a) of Section 9102 of
the Conmercial Code. "Paynents" does include all of the foll ow ng:

(1) Paynents due for services for independent contractors,

di vidends, rents, royalties, residuals, patent rights, nineral or
ot her natural rights.

(2) Paynents or credits due or becom ng due periodically as a
result of an enforceable obligation to the tinber owner liable for
t he tax.

(3) Any other payments or credits due or becoming due the timnber
owner as the result of witten or oral contracts for services or
sal es whet her denoni nated as wages, sal ary, comm ssion, bonus, or
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ot herw se.

(e) In the case of a financial institution, to be effective, the
noti ce shall state the amobunt due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 65. Section 40155 of the Revenue and Taxation Code is anended
to read:

40155. (a) The board may, by notice of |evy served personally or
by first-class nail, require all persons having in their possession
or under their control, any paynents, credits other than paynments, or
ot her personal property belonging to a consumer or other person
liable for any amount under this part to withhold fromthese credits
or other personal property the amobunt of any surcharge, interest, or
penal ties due fromthe consuner or other person, or the anmount of any
liability incurred by themunder this part, and to transmt the
amount withheld to the board at the tine it may designate. The
notice of levy shall have the sane effect as a | evy pursuant to a
writ of execution except for the continuing effect of the levy, as
provi ded in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anmount specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The amount required to be withheld is the |esser of the
fol | owi ng:

(1) The anount due stated on the notice.

(2) The sum of both of the follow ng:

(A) The amount of the paynents, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The anount of each paynent that becones due follow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term "paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Commercial Code. The term "paynents" does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,
dividends, rents, royalties, residuals, patent rights, or mineral or
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ot her natural rights.

(2) Paynents or credits due or beconing due periodically as a
result of an enforceable obligation to the consunmer or other person
liable for the surcharge.

(3) Any other paynents or credits due or beconm ng due the consumer
or other person liable as the result of witten or oral contracts
for services or sales whether denoninated as wages, salary,
conmi ssi on, bonus, or otherw se.

(e) I'n the case of a financial institution, to be effective, the
notice shall state the amount due fromthe consumer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 66. Section 41123.5 of the Revenue and Taxation Code is
anended to read:

41123.5. (a) The board may, by notice of |evy served personally
or by first-class mail, require all persons, other than a service
supplier, having in their possession, or under their control, any
paynents, credits other than paynents, or other personal property
bel onging to a service user or other person liable for any anount
under this part to withhold fromthese credits or other persona
property the anmount of any surcharge, interest, or penalties due from
the service user or other person, or the anount of any liability
i ncurred by themunder this part, and to transmt the anount w thheld
to the board at the tinme it may designate. The notice of |evy shal
have the sanme effect as a levy pursuant to a wit of execution
except for the continuing effect of the |levy, as provided in
subdi vision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anount specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anopunt required to be withheld is the | esser of the
fol | owi ng:

(1) The ampbunt due stated on the notice.

(2) The sum of both of the follow ng:

(A) The anount of the paynments, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The amount of each paynent that becones due foll ow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.
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(d) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Conmmercial Code. The term "paynents"” does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or becom ng due periodically as a
result of an enforceable obligation to the service user or other
person liable for the surcharge.

(3) Any other payments or credits due or beconing due the service
user or other person liable as the result of witten or ora
contracts for services or sal es whether denom nated as wages, salary,
conmi ssi on, bonus, or otherw se.

(e) In the case of a financial institution, to be effective, the
noti ce shall state the amount due fromthe service user and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 67. Section 43444.2 of the Revenue and Taxation Code is
anended to read:

43444.2. (a) The board may, by notice of |evy served personally
or by first-class nail, require all persons having in their
possession, or under their control, any paynents, credits other than
paynments, or other personal property belonging to a taxpayer or other
person |iable for any anmobunt under this part to withhold fromthese
credits or other personal property the ampunt of any tax, interest,
or penalties due fromthe taxpayer or other person, or the anmount of
any liability incurred by themunder this part, and to transnmit the
amount withheld to the board at the tine it may designate. The
notice of levy shall have the sane effect as a | evy pursuant to a
writ of execution except for the continuing effect of the levy, as
provi ded in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anount specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The amount required to be withheld is the | esser of the
fol | owi ng:

(1) The anount due stated on the notice.
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(2) The sum of both of the follow ng:

(A) The amount of the paynents, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The anount of each paynent that becones due follow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Commercial Code. The term "paynents" does include any of
the follow ng:

(1) Paynents due for services of independent contractors,
dividends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or beconing due periodically as a
result of an enforceable obligation to the distributor, dealer, or
ot her person liable for the tax.

(3) Any other paynents or credits due or becom ng due the
distributor, dealer, or other person liable as the result of witten
or oral contracts for services or sal es whether denoni nated as wages,
sal ary, conm ssion, bonus, or otherw se.

(e) In the case of a financial institution, to be effective, the
notice shall state the anpunt due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 68. Section 45605 of the Revenue and Taxation Code is anended
to read:
45605. (a) The board may, by notice of
| evy served personally or by first-class mail, require all persons
having in their possession, or under their control, any paynents,
credits other than paynents, or other personal property belonging to
a feepayer or other person liable for any amount under this part to
wi thhold fromthese credits or other personal property the anount of
any fee, interest, or penalties due fromthe feepayer or other
person, or the amount of any liability incurred under this part, and
to transnmit the amount withheld to the board at the tine it may
designate. The notice of |levy shall have the sane effect as a | evy
pursuant to a wit of execution except for the continuing effect of
the levy, as provided in subdivision (b).
(b) The person served shall continue to withhold pursuant to the

http://www.leginfo.ca.gov/pub/99-00/bill/sen/sb 0001-0050/sb 45 hill 19991010 chaptered.html

Page 226 of 233

5/10/01




SB 45 Senate Bill - CHAPTERED

notice of levy until the anpbunt specified in the notice, including
accrued interest, has been paid in full, until the notice is

wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anopunt required to be withheld is the | esser of the
fol | ow ng:

(1) The ampunt due stated on the notice.

(2) The sum of both of the follow ng:

(A) The anount of the paynments, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The amount of each paynent that becones due foll ow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Conmercial Code. The term "paynents"” does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or becom ng due periodically as a
result of an enforceable obligation to the feepayer or other person
liable for the fee.

(3) Any other payments or credits due or beconing due the feepayer
or other person liable as the result of witten or oral contracts
for services or sal es whether denom nated as wages, sal ary,
conmi ssi on, bonus, or otherw se.

(e) In the case of a financial institution, to be effective, the
noti ce shall state the amount due fromthe feepayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 69. Section 46406 of the Revenue and Taxation Code is anended
to read:

46406. (a) The board may, by notice of |evy served personally or
by first-class nail, require all persons having in their possession
or under their control, any paynents, credits other than payments, or
ot her personal property belonging to a feepayer or other person
liable for any anpbunt under this part to withhold fromthose credits
or other personal property the anobunt of any fee, interest, or
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penalties due fromthat feepayer or other person, or the anmount of
any liability incurred by themunder this part, and to transnit the
amount withheld to the board at the tine it nmay designate. The
noti ce of levy shall have the sanme effect as a |l evy pursuant to a
writ of execution except for the continuing effect of the levy, as
provi ded in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anount specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The amount required to be withheld is the | esser of the
fol | owi ng:

(1) The anopunt due stated on the notice.

(2) The sum of both of the follow ng:

(A) The anount of the paynments, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The anount of each paynent that becones due follow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term "paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Conmmercial Code. The term "paynents"” does include any of
the follow ng:

(1) Paynents due for services of independent contractors,
dividends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or beconing due periodically as a
result of an enforceable obligation to the feepayer or other person
liable for the fee.

(3) Any other paynents or credits due or becon ng due the feepayer
or other person liable as the result of witten or oral contracts
for services or sales whether denoninated as wages, salary,
conmi ssi on, bonus, or otherw se.

(e) In the case of a financial institution, to be effective, the
notice shall state the anpbunt due fromthe feepayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 70. Section 50136 of the Revenue and Taxation Code is anended
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to read:
50136. (a) The board may, by notice of |evy served personally or
by first-class nmail, require all persons having in their possession

or under their control, any paynents, credits other than paynments, or
ot her personal property belonging to a feepayer or other person
liable for any amount under this part to withhold fromthese credits
or other personal property the amount of any fee, interest, or
penalties due fromthe feepayer or other person, or the anount of any
liability incurred under this part, and to transmt the anount
withheld to the board at the tine it may designate. The notice of

| evy shall have the sanme effect as a levy pursuant to a wit of
execution except for the continuing effect of the |evy, as provided

i n subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anpunt specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The anopunt required to be withheld is the | esser of the
fol | owi ng:

(1) The anopunt due stated on the notice.

(2) The sum of both of the follow ng:

(A) The amount of the paynents, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The anount of each paynent that becones due follow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Commercial Code. The term "paynents" does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or beconing due periodically as a
result of an enforceable obligation to the feepayer or other person
liable for the fee.

(3) Any other payments or credits due or beconing due the feepayer
or other person liable as the result of witten or oral contracts
for services or sales whether denoninated as wages, salary,
conmi ssi on, bonus, or otherw se.
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(e) I'n the case of a financial institution, to be effective, the
notice shall state the amount due fromthe feepayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 71. Section 55205 of the Revenue and Taxation Code is anended
to read:

55205. (a) The board nmay, by notice of levy, served personally or
by first-class nail, require all persons having in their possession
or under their control, any paynents, credits other than paynents,
or other personal property belonging to the feepayer or other person
liable for any anpbunt under this part to withhold fromthese credits
or other personal property the anmobunt of the fee, interest, or
penalties due fromthe feepayer or other person, or the amobunt of any
liability incurred under this part, and to transmt the anount
withheld to the board at the tine it nay designate. The notice of
| evy shall have the sanme effect as a |l evy pursuant to a wit of
execution except for the continuing effect of the levy, as provided
i n subdivision (b).

(b) The anopunt required to be withheld is the | esser of the
fol | owi ng:

(1) The ampunt due stated on the notice.

(2) The sum of both of the follow ng:

(A) The anount of the paynments, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The amount of each paynent that becones due foll ow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(c) For the purposes of this section, the term"paynents" does not
i nclude earnings as that termis defined in subdivision (a) of
Section 706.011 of the Code of Civil Procedure or funds in a deposit
account as defined in paragraph (29) of subdivision (a) of Section
9102 of the Commercial Code. The term "paynents"” does include any of
the foll ow ng:

(1) Paynents due for services of independent contractors,

di vidends, rents, royalties, residuals, patent rights, or mineral or
ot her natural rights.

(2) Paynents or credits due or becom ng due periodically as a
result of an enforceable obligation to the feepayer or other person
liable for the fee.

(3) Any other payments or credits due or beconing due the feepayer
or other person liable as the result of witten or oral contracts
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for services or sal es whether denom nated as wages, sal ary,
conmi ssi on, bonus, or otherw se.

(d) In the case of a financial institution, to be effective, the
noti ce shall state the amount due fromthe feepayer and shall be
delivered or mailed to the branch office of the financial institution
where the credits or other property are held, unless another branch
or office is designated by the financial institution to receive the
noti ce.

SEC. 72. Section 60407 of the Revenue and Taxation Code is anended
to read:

60407. (a) Subject to the limtations in subdivisions (b) and
(c), the board nmay by notice of |levy, served personally or by
first-class mail, require all persons having in their possession, or
under their control, any paynents, credits other than paynents, or
ot her personal property belonging to a person liable for any anount
under this part to withhold fromthose credits or other persona
property the anmount of any tax, interest, or penalties due fromthat
person, or the anpbunt of any liability incurred by himor her under
this part, and to transmt the amount withheld to the board at those
times as it nmay designate. The notice of |evy shall have the sane
effect as a levy pursuant to a wit of execution except for the
continuing effect of the levy, as provided in subdivision (b).

(b) The person served shall continue to withhold pursuant to the
notice of levy until the anpunt specified in the notice, including
accrued interest, has been paid in full, until the notice is
wi t hdrawn, or until one year fromthe date the notice is received
whi chever occurs first.

(c) The amount required to be withheld is the | esser of the
fol | owi ng:

(1) The anount due stated on the notice.

(2) The sum of both of the follow ng:

(A) The amount of the paynents, credits other than paynents, or
personal property described above and under the person's possession
or control when the notice of levy is served on the person

(B) The anount of each paynent that becones due follow ng service
of the notice of levy on the person and prior to the expiration of
the | evy.

(d) For the purposes of this section, "paynment" does not include
earnings as that termis defined in subdivision (a) of Section
706. 011 of the Code of Civil Procedure or funds in a deposit account
as defined in paragraph (29) of subdivision (a) of Section 9102 of
the Conmercial Code. "Paynent" does include any of the follow ng:

(1) Any paynent due for services of an independent contractor
dividends, rents, royalties, residuals, patent rights, or mineral or
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ot her natural rights.
(2) Any paynent or credit due or becomi ng due periodically as the
result of an enforceable obligation to the person liable for the tax.

(3) Any other paynent or credit due or becom ng due the person
liable as the result of a witten or oral contract for services or
sal es whet her denom nated as wages, salary, comm ssion, bonus, or
ot herwi se.

(e) I'n the case of a financial institution, to be effective, the
notice shall state the anpbunt due fromthe taxpayer and shall be
delivered or mailed to the branch or office of the financia
institution where the credits or other property is held, unless
anot her branch or office is designated by the financial institution
to receive the notice.

SEC. 73. Section 1755 of the Unenpl oynment |nsurance Code is
anended to read:

1755. If any person or enploying unit is delinquent in the
paynment of any contributions, penalties or interest provided for in
this division, the director may, not later than three years after the
paynment becane delinquent or within 10 years after the |ast entry of
a judgrment under Article 5 (conmencing with Section 1815) or within
10 years after the last recording or filing of a notice of state tax
Iien under Section 7171 of the Government Code, collect the
del i nquency or enforce any liens by |levy served either personally or
by certified nail, to all persons having in their possession or under
their control any credits or personal property belonging to the
del i nquent person or enploying unit, or owing any debts to the person
or enploying unit at the tine of the receipt of the notice of |evy
or comng into their possession or under their control for the period
of one year fromthe tinme of receipt of the notice of |evy. Any
person upon whom a | evy has been served having in his or her
possession or under his or her control any credits or persona
property belonging to the delinquent person or enploying unit or
owi ng any debts to the person or enploying unit at the time of the
receipt of the levy or coming into his or her possession or under his
or her control for the period of one year fromthe tinme of receipt
of the notice of levy, shall surrender the credits or persona
property to the director or pay to the director the anmount of any
debt owi ng the delinquent enployer within five days of service of the
I evy, and shall surrender the credits or personal property, or the
amount of any debt owing to the delinquent enployer coming into his
or her possession or under his or her control w thin one year of
recei pt of the notice of levy within five days of the date of com ng
i nto possession or control of the credits or personal property, or
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the amount of any debt owing to the delinquent enployer is incurred.
Any person in possession of any credits or personal property or

owi ng any debts to the delinquent person or enploying unit who
surrenders the credits or personal property or pays the debts ow ng
the del i nquent person or enploying unit shall be discharged from any
obligation or liability to the delinquent person or enploying unit
with respect to the credits or personal property surrendered or debts
paid to the director. |If the levy is made on a deposit or credits

or personal property in the possession or under the control of a bank
or savings and | oan association, the notice of |evy shall be
delivered or mailed to the branch or office of the bank or savings
and | oan association at which the deposit is carried or at which
credits or personal property is held. |If the levy is made on a bank
or savings and | oan association it will apply to all credits or
personal property as provided in this section, except that it wll
apply to credits and personal property in a deposit account, as
defined in paragraph (29) of subdivision (a) of Section 9102 of the
Commer ci al Code, only at the time the notice of levy is received by
the bank or savings and | oan associ ati on.

SEC. 74. The sum of one hundred twenty-ei ght thousand doll ars
($128,000) is appropriated fromthe Secretary of State's Business
Fees Fund to the Secretary of State to inplenent this act.

SEC. 75. Sections 1 to 73, inclusive, of this act shall becone
operative on July 1, 2001

SEC. 76. Any section of any act enacted by the Legislature during
the 1999 cal endar year that takes effect on or before January 1,
2000, and that anmends, amends and renunbers, adds, repeals and adds,
or repeals a section that is anended, amended and renunbered,
repeal ed and added, or repealed by this act, shall prevail over this
act, whether that act is enacted prior to, or subsequent to, the
enactment of this act.
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